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A Word About Style 


This year W.R. Grace & Co. has broken with traditional annual 
report style to improve communications with our shareholders and 
investors at large. The adoption of a newsmagazine format, we 
believe, enhances readability and information value of the Grace 
Annual Report. The following statement by a leading financial 
relations firm supports this attempt: 


Directors 


George W. Blackwood, Vice Chairman and Chief Operating Officer 
AlexanderT. Daignault, Office of the President 


~ 3 Harold A. Eckmann, Chairman of the Board and Chief Executive Officer, 
The Atlantic Companies, insurance 


3 Mark C. Feer, Advisory Director 
Lehman Brothers Kuhn Loeb Incorporated, investment bankers 


Dr. Friedrich Karl Flick, General Partner, 
Friedrich Flick KG, diversified industrial organization 


4 Raymond C. Foster, Chairman and Chief Executive Officer, 
Stone & Webster, Incorporated, engineering design, construction and 
management services 


4 George P Gardner, Jr., Managing Director, Blyth Eastman Paine Webber 
Incorporated, investment bankers 


1;2:4 Klaus Goette, General Partner, Friedrich Flick KG, 
diversified industrial organization 


J. Peter Grace, President and Chief Executive Officer 
Carl N. Graf, Executive Vice President and Sector Executive 
1! John E. Haigney, Senior Partner, Ide & Haigney, attorneys 


2:3 Paul EK Hellmuth, Professional Trustee and Retired Managing Partner, 
Hale and Dorr, attorneys 


L.L. Jaquier, Executive Vice President 


George P. Jenkins, Consultant to W. R. Grace & Co. and 
Retired Chairman of the Board and Chief Financial Officer, 
Metropolitan Life Insurance Company 


3 Dr. Werner Kneip, Member of the Supervisory Board, 
Dynamit-Nobel AG, chemical and plastics manufacturer 


Felix E. Larkin, Chairman 
Harold R. Logan, Executive Vice President 


12 Frank E. Mackle, Jr., Chairman of the Board and Chief Executive Officer, 
The Deltona Corporation, land development and construction 


“Our professional experience in dealing with over a million 
shareholders a year leads us to the conclusion that the competitive 
demands for time permit five minutes per shareholder for review- 
ing the average corporation’s annual report. To bring about full 
disclosure under these circumstances is a challenge to the creative 
ability of those who are responsible for the annual report.’ 


Georgeson & Co. 


5 Charles W. Miller, Professor of Management, Marquette University 
2:4 Roger Milliken, President, Milliken & Company, textile manufacturers 


5 John D. J. Moore, Consultant toW. R. Grace & Co. and 
Former U.S. Ambassador to Ireland 


133 Cornelius W. Owens, Retired Executive Vice President, 
American Telephone and Telegraph Company 


5 Henry G. Parks, Jr., Chairman of the Board, 
H. G. Parks, Inc., processed foods 


! John E. Phipps, Private investor 


4 William Wood Prince, President, 
F-H. Prince & Co., Inc., investment company 


14:2;3 John A. Puelicher, Chairman of the Board and President, 
M &1 Marshall & Ilsley Bank 


1:2;3 Eben W. Pyne, Senior Vice President, Citibank, N. A. 
D. Walter Robbins, Jr., Executive Vice President and Sector Executive 


Allen S. Rupley, Advisor to the President and 
Former Chairman of the Board 


1:4 Harold A. Stevens, Retired Presiding Justice, 
Appellate Division, New York Supreme Court 


5 David L. Yunich, Consultant toW. R. Grace & Co. and 
Retired Vice Chairman, R.H. Macy & Co., Inc., department stores 


' Audit Committee 

? Salary, Incentive Compensation and Employee Benefits Committee 
3 Stock Option Committees 

4 Nominating Committee 

* Committee on Corporate Responsibility 
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The Numbers in Review 


(dollar amounts in millions except per share—1979 and 1978 restated) 


Percent Change 


For the Year 1979 1978 1980/1979 1979/1978 
Sales $ 5,297.6 $ 4,474.4 +15% + 18% 
OE OOO Ge Gh Ne a eee ee a een ra tee 
Net Income 228.8 175.8 +24 +30 
te a OG ar aot oe 
Earnings per Share assuming Ridin es ON ey oa eng. 
Capital Expenditures | DEL2 308.5 +29 +66 
Oe ee a ee ee 
Working Capital provided by Operations 419.6 Sele a) + 34 +18 
Per Common Share LOTS 1.85 +10 ard 
‘AverageCommonShares Outstanding = | 45,530,000 44,076,000 +2 . +3 
At Year-End 
Total Assets $ 3,738.9 $ 3,300.6 +17% + 13% 
Net Properties and Equipment 1,689.9 Poa .s2 +28 +28 
Working Capital 626.5 738.5 matt ~ 15 
Long Term Debt | 839.8 775.8 + 33 408 
SHaieholder Equitys Conraien Stock 15798 1,407.1 413 ae hd. 
Shareholders’ Equity—per Common Share (Book Value) 34.13 31.06 +A +10 
~ Cash Dividends— Annual Rate ott re Wess A 6 fo) 1.90 +12 + 8 
Common Shares Outstanding ie Aa 46,280,751 45,296,838 ae Ce 
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A Message to Shareholders from President J. Peter Grace and Chairman Felix E. Larkin 


The year 1980 was a notable one for 
W.R. Grace & Co. All-time earnings 
and sales records were achieved against 
a backdrop of economic weakness in 
the United States and Western Europe. 

Sales advanced by I5 percent and 
exceeded $6 billion for the first time. 
Net income reached a high of $283.8 
million, an increase of 24 percent over 
1979. Earnings per share of $6.08 were 
up 21 percent. In recognition of these 
results, our dividend was increased for 
the seventh time since 1973. The new 
indicated annual rate of $2.30 per share 
represents an increase of 12.2 percent 
and is in keeping with our goal of 
matching or exceeding inflationary 
trends. A more detailed account of our 
excellent financial results for 1980 can 
be found in the article “Sales and Earn- 
ings Achieve All-Time Highs” on page 
four of this Report. 
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taxes. The Agricultural Chemicals and 
Natural Resources groups did even bet- 
ter, with AgChem profits more than 
doubling and Natural Resources ahead 
by 52 percent. These three lines of busi- 
ness contributed 95 percent of Grace's 
after-tax operating income in 1980, up 
from 88 percent the year before. These 
businesses have shown very satisfactory 
growth in earnings over the past five 
years— approximately 15 percent or 
higher annually. 

Specialty Chemicals has been Grace's 
largest and most important business 
since the 1950s, and consistent year-to- 
year earnings gains have been the norm 
throughout that period. Last year was no 
exception, with operating income after 
taxes reaching a new high of $161.6 mil- 
lion (including Chemed). Grace pro- 
duces and sells a diversified group of 
chemical products—some 85 principal 


Apatite 


President J. Peter Grace (second from right) talks with executives 


at Darex plant in Quilmes, Argentina. 


Grace’s recession-resistant charac- 
teristics served us well in 1980. Because 
of the unsettled economic climate, our 
Specialty Chemicals business (including 
our 84 percent-owned subsidiary, 
Chemed Corporation) operated below 
its normal earnings growth rate of about 
15 percent per year—but still achieved a 
creditable gain in operating income after 


lines in all—and has strong leadership 
positions not only in the United States 
but also abroad. Specialty Chemicals 
sales in 1980 exceeded $2 billion for the 
first time. 

Starting in the early 1970s, Grace 
made a major decision to expand the 
Company’s oil and natural gas interests 
rapidly. This was followed by a move to 


enter the fast-growing oil services field. 
These strategies contributed importantly 
to our 1980 results. After-tax operating 
income from Natural Resources in 1980 
was $107.6 million, with broadly diver- 
sified oil services contributing more 
than half of this amount. These earnings 
compare with $70.8 million in 1979. 

In Agricultural Chemicals, the 
upward movement of prices for all fertil- 
izer materials—which are just now 
approaching the levels of 1974 /1975— 
together with higher volume was 
responsible for profits increasing more 
than twofold in 1980. Excess cash gen- 
erated by this business 1s being used in 
part to finance an expansion of Grace's 
phosphate fertilizer capacity. Included 
in the plan are a new five million ton-a- 
year joint venture in phosphate rock 
with International Minerals & Chemical 
Corporation, a phosphoric acid plant 
jointly owned with United States Steel 
Corporation, and a100 percent Grace- 
owned diammonium phosphate plant. 
The new facilities will help meet 
increasing domestic and export demand 
for these products. 

In consumer activities, Specialty 
Retailing had a16 percent increase in 
operating income after taxes. Following 
several years of acquisition and internal 
expansion, 1981 will be a year of con- 
solidation with a lower rate of store 
openings. Grace has managed to out- 
pace the earnings growth of most U.S. 
retailers because of the specialty nature 
of our store formats, a very specific mer- 
chandising focus, and concentrated 
emphasis on favorable price /value rela- 
tionships for customers. 

In February 198] Grace announced an 
agreement in principle to sell for cash, 
over a five-year period, up to a 50 per- 
cent interest in the Retail Group to 
Vroom & Dreesmann B.V., the largest 
retailing organization in the Nether- 
lands, with investments in Europe, the 
United States, Japan and Brazil. This 
alliance should bring multiple benefits 
to Grace and its new partner alike. 
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Our three largest restaurant divisions 
had generally satisfactory results in 1980 
as most units coped successfully with 
rising costs of food and labor. New store 
openings and selective price increases 
helped these units to boost sales and 
earnings. Offsetting the favorable 
results, however, was the failure of Del 
Taco, our Mexican fast food subsidiary, 
to operate profitably. Remedial steps are 
being planned, including sale or fran- 
chising of a number of Del Taco units. 


Outlook for 1981 

In 1981 we expect to achieve our main 
objective—another record year for sales, 
earnings and dividends. Agricultural 
Chemicals and Natural Resources 
should be particularly strong. Increased 
grain prices and worldwide dependence 
on U.S. farm exports—combining to 
raise U.S. farm income—suggest that a 
strong fertilizer season lies ahead. 
Despite uncertainties about weather 
conditions, we expect an increase in our 
fertilizer shipments to more than six 
million product tons this year. Moderate 
price increases applied to such physical 
volume have a leveraged effect on bot- 
tom line earnings. 

Grace’s annual domestic oil and gas 
production should increase from 10.8 
million oil equivalent barrels in 1980 to 
more than 12 million in1981. Long-range 
prospects for intensive utilization of our 
oil field services are excellent under 
continued price pressures from OPEC 
countries and new incentives inherent in 
domestic oil price deregulation and 
phased decontrol of natural gas. Our 
participation in coal mining, an energy 
source of increasing importance, will 
become more significant in future years 
as electric utilities convert from oil to 
coal, as demand for U.S. coal in Western 
Europe and the Far East accelerates, and 
as coal prices move closer to the heating 
values of oil and natural gas. Partner- 
ships in which Grace has a 47.5 percent 


interest have acquired coal reserves in the 


eastern United States totaling 130 million 


tons and complementing an even greater 


amount of western coal reserves now 
under development or in production. 

Our largest business activity—Spe- 
cialty Chemicals— is expected to out- 
perform 1980's results, aided by an antic- 
ipated economic recovery in the second 
half of this year. Improved consumer 
demand resulting from more favorable 
economic conditions should benefit 
many of our other businesses, including 
retailing and restaurant activities. 

We are confident that our goals for 
sales and earnings growth can be met in 
such a climate and that objectives for 
improving returns On investment, as 
well as for continued dividend progress, 
can be achieved. 

In every area we continue to be alert 
for opportunities to add to our product 
lines, enter new markets, introduce bet- 
ter production methods and adopt new 
technologies. A number of such projects 
are currently underway including: 


1) Development of separators for 
nickel-zinc batteries in electric cars; 


2) Research and development of cata- 
lysts to help refineries improve the pro- 
cessing of crude oil; 


3) Introduction of new auto catalysts to 
meet 1983 emission control standards; 


4) Licensing of technology for manu- 
facturing nitroparaffins; 


5) Biogenetic projects; 


6) Development of chemical additives 
for oil drilling fluids to increase 
efficiency; and 


7) Design and engineering of plants to 
produce liquid hydrocarbons from coal. 


Public Policy 

We take this opportunity to offer our 
views On matters of utmost importance 
to shareholders and citizens alike. The 
economic condition of the United States 
continues to be beset by a tax structure 
that destroys incentives to work, by low 


productivity in manufacturing, chronic 
inflation and an enormous Federal defi- 
cit. Recent strength in industrial output, 
however, suggests that the recession 
may have bottomed and that gradual 
improvement can be expected. 

This prospect can be enhanced by 
steps the new Administration is propos- 
ing to provide incentives for capital 
formation and investment through 
enlightened tax legislation (including 
the removal of tax disincentives on 
capital gains), to allow more rapid 
depreciation on plant and equipment 
and to narrow the gap between govern- 
ment spending and receipts. Such fiscal 
measures, if enacted by the Congress, 
combined with firm monetary policies 
by the Federal Reserve, will speed 
growth and lead to a balanced budget 
and lower inflation. 


Chairman Felix E. Larkin 


We firmly support this as a wise pro- 
gram which can restrain inflation, 
secure economic stability, restore fiscal 
sanity and create new jobs, together with 
higher productivity and increased capital 
investment. 

We discern a new and progressive 
spirit in this country which will help us 
in the coming test of our ability to 
accomplish these critical objectives. 
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Corporate News 


Sales and Earnings Achieve All-Time Highs Dividend Increased 


Corporate Sales D cciereuenigs 


$ Millions 


$5,298 


Net Income Doky, 1976...$136.8 


§ Millions lan’ 


$149.3 


$175.8 


$228.8 


Despite the recession, persistent infla- 
tion and record-level interest rates, 

W. R. Grace & Co. realized the highest 
sales and earnings in its 126-year history. 

The annual dividend rate was also 
raised to its highest level ever, an indi- 
cated $2.30 a share. In addition, the 
stock hit a new peak— 63% on Novem- 
ber 20—and its trend over the 12 months 
ended December 31, 1980, exceeded 
the Dow Jones Industrial Average. 

Sales in 1980 reached $6.1 billion, up 
15 percent from $5.3 billion in 1979, 
which was restated for poolings of 
interests. Net income for the year ended 
December 31, 1980, was $283.8 million, 
or $6.08 per common share, versus 
1979 earnings of $228.8 million, or 
$5.01 per share, increases of 24 percent 
and 21 percent, respectively. 

Excluding the impact of adjustments 
for foreign currency translation (FAS 
No. 8) and gains/losses on divestments, 
earnings were $290.6 million compared 
with $2227 million for the year 1979. 
Earnings per share before these non- 
operating factors were $6.23, up 28 per- 
cent from $4.88 in 1979. 


Fourth Quarter Results 

In the final quarter of 1980 net income 
totaled $67.4 million, equal to $1.44 a 
share, up two percent from the fourth 
quarter of 1979. Earnings results were 
after a $10.3 million (after taxes) provi- 
sion for loss on the disposition of cer- 
tain Del Taco units. Sales climbed to 
$1.7 billion from $1.5 billion, a gain of 
15 percent. 

Excluding foreign currency adjust- 
ments and divestments, earnings for the 
fourth quarter were $71.1 million, or 
$1.52 a share compared with $64.3 
million, or $1.40 a share for the last 
three months of 1979. 

The results in the fourth quarter and 
12 months ended December 31, 1980, 
were due primarily to increased operat- 
ing income from Agricultural Chemi- 
cals and Natural Resources. While 
income from consumer businesses 


overall was below the strong fourth 
quarter of 1979, Grace’s specialty retail- 
ing activities showed considerable 
strength with a gain of 10 percent. 


Steady Performance Predicted 

Grace expects even stronger sales and 
earnings in the 1980s. This is attributed 
to the anticipated steady performance 
of specialty chemicals, the favorable 
prospects of agricultural chemicals, the 
robust results of natural resource opera- 
tions and the improvement expected 
from consumer businesses as the econ- 
omy recovers. President J. Peter Grace 
has projected Grace’s sales to hit the 
$10 billion mark by 1985. 

“We have every confidence we can 
maintain our technological and market 
positions around the world, as well as 
our growth rate and return on invest- 
ment in specialty chemicals, which was 
25 percent in 1980; asserts Mr. Grace. 
“In Agricultural Chemicals, we're com- 
pleting year number two in what we 
expect to be a long-term up cycle. We 
had a slump in 1976-1978, and were 
enjoying the upside now.” 


Dividend Increases 
For Seventh 
Consecutive Year 


For the seventh consecutive year, the 
Board of Directors of W.R. Grace & 
Co. raised the dividend rate—with a 
higher increase in 1980 than those voted 
in recent years. An indicated annual 
rate of $2.30 a share was approved in 
July 1980. This level represents an 
increase of 25 cents, or 12.2 percent 
from the previous rate of $2.05 a share. 
Expressing the Board’s optimism for 
the future, President J. Peter Grace 
said, “Grace’s goal is to protect share- 
holders against the effects of continued 
inflation by attempting to increase 
the dividend rate at least as fast as the 
rise in the cost of living.” 
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Specialty Chemicals 


Specialty Chemicals Lead in Earnings 


Specialty chemicals, Grace’s biggest 
moneymaker in 1980, generated $140.1 
million in operating income after taxes, 
or 37 percent of Grace's total. (The spe- 
cialty chemical figures exclude 
Chemed Corporation, which 1s dis- 
cussed as a Separate business segment.) 
Specialty chemical sales were $1.9 
billion. 

Looking to the future, specialty 
chemical sales are expected to grow 
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about 14 percent a year during the 1980- 
1985 period, continuing the steady rise 
of the last 15S years. Sales are forecast 

at more than $3.5 billion by 1985. 

In the last five years, European 
specialty chemical sales increased 17 
percent per year, and Pacific-Inter- 
american Division sales 14 percent. 
Sales in these areas are expected to 


accelerate faster than domestic specialty 


chemical sales in the next five years. 


To accommodate continuing growth, 
Grace spent $134 million on capital 
projects for specialty chemicals alone in 
1980; $165 million is budgeted for 1981. 

Grace markets 85 specialty chemical 
product lines ranging from can sealants 
and concrete additives to flexible pack- 
aging, petroleum cracking catalysts and 
automotive chemicals. Some 120 plants 
in 20 countries produce these chemi- 
cals for customers the world over. 


Davison Opens 
Catalyst Facility 


Davison Chemical Division started 
making Super D fluid cracking cata- 
lysts at a new plant in Lake Charles, 
Louisiana in1980. Because these cata- 
lysts are denser and harder than con- 
ventional types, they reduce stack emis- 
sions at oil refineries. Their job is to 
“crack” crude oil into gasoline, jet and 
diesel fuels and heating oil. Davison’s 
Super D catalysts are the largest selling 
fluid cracking catalysts in the world. 

In another 1980 development, Davi- 


‘son acquired National Kaolin Products 


Co. of South Carolina. Kaolin is a clay 
used in the manufacture of fluid crack- 
ing catalysts. It also works as a pigment 
extender and as a filler and reinforcer 
for rubber products. 


Other 1980 Highlights 

Davison began making Magnapore 
catalysts for high-density polyethylene 
plastics at Curtis Bay, Maryland. 
Davison also supplied catalysts for 
three-way exhaust emission control 

in 1980- and 1981-model cars. 

Plans were announced for a molecu- 
lar sieve plant to open in Valleyfield, 
Quebec 1n 1981. Sieves are used in 
cracking catalysts, insulated glass, 
detergents and in natural gas drying. 


Workmen put finishing touches on new 
Super D plant in Lake Charles, La. 
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Specialty Chemicals 


Rolls of packaging film are ready for shipment at Cryovac plant in lowa Park, Tex. 
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Cryovac Expands, 
Adds Film 


The Cryovac Division’s 1980 flexible 
packaging sales were aided by larger 
plants and a brand-new product: 
multi-ply shrink film. 

This division, which puts sparkling 
clear wraps on everything from 
chickens to cheeses, expanded two 
facilities in Texas and South Carolina. 

To keep pace with the increasing 
acceptance of American-style super- 
markets in Europe, Barrier Bag produc- 
tion capacity was enlarged in the 
United Kingdom, France, Italy and 
Germany in 1980. 

The Barrier Bag, with three sturdy 
layers, comes through heavy store han- 
dling without a puncture. It has been 
popular for shrink-wrapping fresh and 
processed meat, poultry and cheese 
since its introduction in the United 
States in 1970. 

The new family of multi-ply films 
consists of several plastic materials 
layered like wood strips in plywood. 
These films offer superior clarity and 
tear resistance and permit a “gentle 
shrink.” Ideal for wrapping textiles in 
cardboard sleeves and for notebook 
paper, multi-ply film wraps without 
warping. 

Cryovac is also moving ahead with 
sausage-shaped plastic casings for 
freezing “~pumpable foods” such as 
soups and sauces for delivery from cen- 
tral commissaries to satellite restau- 
rants. Among those already using the 
new casings are Wendy’s, the big Mid- 
west and eastern fast fooder, and 
Grace’s own Far West Services and 
El Torito-La Fiesta restaurants. 


@ Formpac, a unit of Cryovac Division, 
has started up a polystyrene foam tray 
plant in Indianapolis to be closer to its 
many midwestern customers. 
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Specialty Chemicals 


Products Due From Polyfibron; Separator Plant Set for Europe 


Plastic separators for maintenance-free 
batteries, an important part of the Poly- 
fibron Division's U.S. business, will 
also be manufactured in Europe. While 
maintenance-free batteries hold about 
40 percent of the U.S. battery market, 
they are just getting started in Europe. 
In 1980 Grace’s European Darex Divi- 
sion decided to build a separator plant 
at Selestat in northeastern France, near 


a maintenance-free battery plant 
launched in late 1980 by Delco- 
Remy /GM France (part of General 
Motors). The Darex facility is scheduled 
to open in the first half of 1982. 
Separators are porous sheets which 
serve as insulation between positive and 
negative plates, preventing short cir- 
cuits in lead-acid batteries. 


More Printing Blankets 

On another front, Polyfibron will open 
a printing products plant in Morris- 
town, Tennessee in the summer of 1981. 
This facility, the second of its type, will 
make blankets, which transfer an image 
from a cylinder to the printed surface, 
for use with offset presses in the com- 
mercial printing industry. Polyfibron 
blankets contain a compressible 
polymer/fiber, or foam layer, which 
produces improved print quality and 
allows higher operating speeds on 
presses. 


New Photopolymer Uses 

Polyfibron also devised new applica- 
tions for its liquid photopolymers: pro- 
ducing electronic circuit boards and 
printing bank checks. Its Letrerflex 
printing plate system, which converts 
photopolymer into plastic plates for use 
on letterpresses, added customers in 
1980. Among them: Chicago Sun- 
Times, The Dallas Morning News and 
the Greater Buffalo Press, printers of 
comics for a majority of U.S. 
newspapers. 


NASA Contract 

In another development, Grace’s 
Research Division and Polyfibron are 
negotiating a contract with the 

National Aeronautics & Space Admin- 
istration to develop improved separa- 
tors for alkaline batteries. The goal is 
separators that will increase the life of 
nickel-zinc batteries in electric vehicles 
from 30,000 to at least 50,000 miles. 


The Daily News completed its switch to the Letterflex system in 1980. 
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Specialty Chemicals 


$38 Million 
Goes for Research 


To keep “one step ahead of a changing 
world,” Grace spent more than $38 
million on research and development 
in specialty chemicals in 1980. 
Scientists associated with Grace 
plants around the world and at the 
Washington Research Center in Colum- 
bia, Maryland develop products which 
will serve industry and consumers in 
years to come. In fact, products created 
by Grace researchers over the last dec- 
ade accounted for 30 percent of Grace’s 
specialty chemical sales in 1980. 
Among commercial items developed 
in a Grace laboratory is Hypol, a water- 
activated urethane foam with numerous 
uses. It goes into flame-retardant mat- 
tress cores for prisons and other institu- 
tions, can function as a synthetic skin 
for burn victims and help rainwear and 
camping tents to “breathe.” Other com- 
mercial uses for Hypol include growth 
plugs for tree seedlings, elbow pads for 
the bedridden and sun visors for cars. 


Grace scientists have also created 
photopolymers for no-wax floor coat- 
ings and for making electronic circuit 
boards. 

Modern automotive sealants, sound 
deadeners and second-generation emis- 
sion catalysts have rolled out of Grace 
laboratories, too. In automotive and 
many other lines, Grace is miles ahead. 


D&A Launches 
High-Solids Sealants 


The Dewey and Almy Chemical Divi- 
sion (D&A), largest U.S. supplier of 
metal container sealants, began com- 
mercialization of new can sealants 

in 1980. 

To help can makers comply with 
government restrictions on solvent 
emissions into the atmosphere, D&A 
began marketing a high-solids sealing 
compound line that is water-based and 
another that is solvent-based, both for 
sealing the end to the main body of the 


can. With these new sealant formulas, 
manufacturers will maintain clean-air 
quality. 

In another 1980 development, D&A 
introduced Darex Mark 80, the world’s 
fastest can-end lining machine. Process- 
ing 1,000 ends a minute, it helps beer 
and beverage can-end makers to be 
more efficient. 

Also contributing to the sales picture 
was the addition of General Motors and 
Ford as customers for D&A automotive 
chemicals in 1980. Certain General 
Motors automobiles began using Tero- 
lan plastisol sealant, and some Mercury 
Lynx and Ford Escort cars started using 
Terokal underbody coatings. D&A 
continues to supply sealants and coat- 
ings to Volkswagen and Toyota in the 
United States. 

In 1980 Emerson & Cuming, a D&A 
unit, delivered the world’s largest syn- 
tactic foam buoy to the “OTEC I” 
ocean thermal energy conversion power 
plant off the Hawaiian coast. This plant 
is part of a U.S. Department of Energy 
project to study alternative energy 
sources. 


/, POW) 2 a hes p a 4 % , ; 
Volkswagen Rabbits, manufactured in New Stanton, Pa., use Dewey and Almy automotive chemicals. 
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Chemed Celebrates 10th Anniver Sary Leader in Water and Waste Treatment Products 


Grace's 84 percent-owned Chemed 
Corporation will mark its 10th year as a 
public company in May 1981. For this 
thriving specialty chemical operation, 
the decade has been one of opportunity 
and growth— most recently illustrated 
by its 1980 acquisition of Roto-Rooter 
Corporation, a leading U.S.- based 
franchisor for cleaning sewers and 
drain pipes. (See story on Roto-Rooter.) 

Based in Cincinnati, Chemed spe- 
cializes in water and waste treatment 
and air pollution control products and 
services; institutional food-service 
chemicals; specialty industrial chemi- 
cals; and health care products and 
services. 

A decade ago, Chemed evolved from 
Grace’s Specialty Products Group, 
which consisted of DuBois Chemicals, 
Dearborn Chemical U.S., Vestal 
Laboratories and The Veratex Cor- 
poration. These businesses were trans- 
ferred to Chemed in 1971, and in May 
of that year the new company offered 
shares in a public sale. 


DuBois Is Largest 

Chemed’s largest operating company, 
DuBois Chemicals, is a leader in mar- 
keting specialized cleaning and mainte- 
nance products, coating compounds 
and floor care products to industry and 
to hospitals and other institutions. 
DuBois is also a major supplier of insti- 


Roto-Rooter Added 
To Chemed Roster 


Nationally known Roto-Rooter Cor- 
poration was acquired by Chemed 
in1980, giving Chemed a leading posi- 
tion in the residential sewer, drain and 
pipe cleaning market. 

A privately held firm founded in 
1935 and based in West Des Moines, 
Iowa, Roto-Rooter operates in all 50 
states with more than 700 franchisees 
that clear grease, scale and corrosion 


tutional food-service chemicals, includ- 
ing dishwashing compounds, rinse 
additives and laundry detergents. This 
company’s products are offered interna- 
tionally through its own sales force and 
a network of licensees and distributors. 


Other Products Treat 

Water and Waste 

Dearborn Chemical U.S., Chemed’s 
second largest operating company, spe- 
cializes in water and waste treatment 
chemical products and services, mar- 
keting them both in the United States 
and overseas. A pioneer in developing 
chemicals that prevent harmful buildup 
of deposits in boilers and water cooling 
towers, Dearborn supplies a complete 
line of corrosion inhibitors, scale and 
deposit removers and antifoulants to 
industrial and institutional customers. 

Through the combined efforts of 
Dearborn and DuBois, Chemed has 
become one of the largest companies 
serving the worldwide water and waste 
treatment market. 

Chemed also serves the health care 
industry by offering diversified prod- 
ucts to health care professionals and 
institutions and private patients. 

Vestal produces specialty chemical 
products for many health care applica- 
tions. Among its products are germi- 
cidal cleansers, antiseptic soaps and 
other skin cleansers. Vestal also markets 
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from many kinds of pipes, drains, roof 
vents and farm irrigation lines. Roto- 
Rooter also manufactures equipment 
for use by its franchisees and provides 
support through national advertising, 
promotional material and management 
assistance. 

Together with Roto-Rooter, Chemed 
acquired Nurotoco, Inc., Roto-Rooter’s 
largest franchisee, which operates prin- 
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water treatment products to health care 
facilities such as hospitals and conva- 
lescent homes. 

Through Greene & Kellogg, 
Chemed provides a complete line of 
respiratory therapy products and ser- 
vices, oxygen concentrating equipment 
and other specialized medical supplies. 

Finally, Veratex distributes more than 
10,000 medical products such as dis- 
posable examination gowns, towels, 
sheets, table rolls, syringes and needles. 
These products are sold to physicians, 
dentists, veterinarians and other 
practitioners. 


Growing Company 

Chemeds businesses share several 
characteristics. All are fairly recession- 
resistant, selling products and services 
for environmental and health mainte- 
nance—essential even during economic 
downturns. Chemed ts marketing- and 
service-oriented and, therefore, people- 
oriented. Since 1971 it has combined 
these factors with strong entrepreneur- 
ial management to achieve growth in 
sales and earnings exceeding IS percent 
annually on average as well as a divi- 
dend rate showing an average annual 
increase of 22 percent. 

For these reasons, Grace looks with 
pride on Chemed’s growth and impor- 
tant achievements in its first decade as a 
public company. 
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cipally in metropolitan New York City, 
Boston, Philadelphia, Baltimore and 
Washington, D.C. 

In addition to residential cleaning, 
Roto-Rooter serves municipal and 
industrial customers, hotels, hospitals 
and apartment buildings. The company 
has just launched its own home product 
line with the introduction of Roto-Solv, 
a concentrated grease solvent. 
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Construction Products Division Waterproofs White House 


Construction Products Division has a 
way with water as well as with con- 
crete, as it demonstrated in a string of 
1980 projects. 

Domestically, for example, Bituthene 
waterproofing membrane was installed 
in the East and West Wings of the White 
House and at Kennedy Center for the 
Performing Arts, Washington, D.C. In 
addition, the product was used to pro- 
vide moisture protection for the Balti- 
more Convention Center, the New York 
City subway system, Atlanta’s Cyclo- 


Organic Division To 
Build Three Plants 


Organic Chemicals Division has three 
plants on the drawing board for Deer 
Park, Texas, near Houston. Rising on 
the 180-acre site will be facilities to 
make dispersants and glycine. Both 
plants are expected to start up in 1982. 

Dispersants, which separate fine par- 
ticles in solution, are used in the man- 
ufacture of paints, polymers, synthetic 
rubbers, textiles and artificial leather, 
and as concrete admixtures. Glycine, an 
amino acid and protein building block, 
is an intermediate used in cosmetics, 
pharmaceuticals, animal feed and 
insecticides. 

Organic Chemicals is planning to 
enter the nitroparaffin and derivatives 
market as a result of a license agree- 
ment reached with Societe Chimique 
de la Grande Paroisse, a subsidiary of 
LAir Liquide of France. 

Nitroparaffins and their derivatives 
are specialty organic chemicals used as 
solvents for printing inks and paints, in 
degreasing solvents for industrial and 
dry cleaning applications and in explo- 
sives. In addition, they are used to 
make pharmaceuticals, pesticides and 
consumer products. Nitroparaffins have 
many applications and are basic ingre- 
dients which have no generally avail- 
able substitutes. 


rama restoration and the Philadelphia 
commuter tunnel, among many U.S. 
building projects. 

In Canada, Darex concrete admix- 
tures will be used in the construction of 
the Revelstoke Dam, the largest con- 
crete dam in that nation and one of the 
largest in the world. The $1.5 billion 
hydroelectric project is for the British 
Columbia Hydro and Power Authority. 

A tunnel lined with Zunnel Pak bear- 
ing pads was completed under the Suez 
Canal in 1980. This tunnel links the Nile 


Delta with the Sinai Peninsula. Under 
pressure, the pads can compress at least 
40 percent without shattering, helping 
the tunnel to accommodate ground set- 
tlement and future canal dredging. 

The pads were supplied by Servicised 
Limited, a Grace-owned subsidiary in 
England. 

Meanwhile in Europe, engineers 
tested Tunnel Pak bearing pads for 
Chunnel, the proposed English Chan- 
nel tunnel between England and 
France. 


Agricultural Chemicals Group Fertilizer Sales Volume 5.9 


(millions of product tons) 


1976 1977 1978 
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Tight Grain Supplies Boost Fertilizer Prices 


“The world situation in grain supply and demand is becoming critically tight; 
declares Lloyd L. Jaquier, a Grace executive vice president and group executive of 
the Agricultural Chemicals Group. During the last 10 years, consumption has 
exceeded world production, depleting reserves. Today, world grain inventories are 
at minimum practical levels and are forecast to remain low during the next five 
years. He predicts that this condition combined with other factors will help make 
the fertilizer industry less cyclical in the future. 

Mr. Jaquier sees more stable, higher quality earnings because of such fun- 
damental factors as the cost and availability of natural gas, limited high quality 
phosphate rock deposits and the rising capital cost of new production facilities. 
Higher agricultural commodity prices and farm income also continue to contribute 


to the condition. 


Adds Mr. Jaquier: “We also anticipate an excellent earnings year in 1981 
because of continuing tight supplies of world grain and an increase of 14 percent 
in realized net farm income as forecast by the U.S. Department of Agriculture.” 
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Agricultural Chemicals Tops in Growth 


Agricultural Chemicals Group (ACG) 
led all other Grace groups in growth of 
operating income after taxes in 1980— 
a1l57 percent increase over 1979. 
Operating income after taxes totaled 
$85.2 million in1980 compared with 
$33.1 million in 1979. 

Fueling the growth were higher 
prices for ammonia, phosphate and 
mixed fertilizer products in domestic 
and export markets. In addition, U.S. 
farmers reaped higher prices for their 
corn and coarse grain because of the 
1980 drought, leading them to invest in 
more fertilizer. 

ACG’s operating income included 
.$16 million from the first of four yearly 
transfers of phosphate reserves which 
Grace 1s expected to contribute to a 
50/50 partnership with International 
Minerals & Chemical Corporation 
(IMC). A Grace subsidiary and IMC 
will develop the Four Corners mine 
near Mulberry, Florida, slated to go on- 
stream in late 1982. 


Quality Reserves 

With about 100 million tons of phos- 
phate rock, the Four Corners area is 
regarded as among the best undevel- 
oped phosphate rock sites in North 
America. Phosphate, along with nitro- 
gen and potash, is one of the three 
basic plant nutrients. Grace is in a 
strong competitive position as the costs 
of these raw materials continue to rise, 
since it owns phosphate rock reserves 
purchased earlier when prices were 
lower. 

Four Corners enjoys large reserves, 
low production costs, high quality 
phosphate rock and nearness to trans- 
portation (including deep water for 
export); it will start producing as the 
fertilizer profit outlook turns even 
brighter. Expected to be mined at the 
rate of five million tons a year for 20 
years, the Four Corners mine will pass 
its raw phosphate rock through what 
will be the largest beneficiation plant in 
Florida. 


New Phosphate Projects 

The Four Corners project is being 
accompanied by two other phosphate 
projects. Ft. Meade Chemical Products, 
a Grace/U.S. Steel joint venture, is 
building a 440,000 ton-a-year phosphor- 
ic acid plant at U.S. Steel’s Ft. Meade, 
Florida site. Also planned is a Grace- 
owned diammonium phosphate plant at 
the Bartow Chemical Complex in 
Florida near Tampa. 


More Acreage 
In this same expansive mode, ACG 
bought 540 acres rich with more than 
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Dragline Princess Grace will mine phosphate rock in Florida. 


two million tons of phosphate rock in 
central Florida in 1980. These reserves 
will be recovered as part of the Mana- 
tee North mine in south central Florida, 
to start up about 1989. With this addi- 
tion, Grace owns more than 80,000 
acres with more than 300 million tons 
of technologically minable phosphate 
rock reserves in central Florida and is 
one of the largest owners of domestic 
phosphate rock reserves in the industry. 

ACG’s capital expenditures in 1980 
totaled $27 million; 1981 expenditures 
are budgeted at $70 million. 
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TRG Rig Count 
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Energy Profits Could More Than 
Double by 1985 Earnings Up in 1980 


Operating income after taxes for the 
Natural Resources Group (NRG) soared 
to more than $107 million in 1980, a 

52 percent leap over nearly $71 million 
in 1979. It was the fifth consecutive 

year that NRG showed substantially 
higher earnings. Operating income is 
targeted to exceed $250 million by 
1985, more than double the 1980 figure. 

About 33 percent of Grace's 1980 
energy profits came from oil and gas 
production and 60 percent from energy 
services. Grace produced 10.8 million 
barrels of oil equivalents in 1980, about 
60 percent of which was natural gas. 
This compares with 9.7 million barrels 
in 1979, 

The average annual increase in earn- 
ings for 1973-1980 was 56 percent, with 
the projection for 1980-1985 at 20 per- 
cent. NRG’s rate of return on average 
total capital employed—at present in 
the 15 percent range— is expected to 
exceed 17 percent in 1985. Cash flow for 
1980 rose to more than $200 million 
and is expected to reach $500 million 
by 1985. 

NRG’s sales in 1973, totaling $90 
million, climbed to $690 million in 
1980 and are headed for $1.8 billion in 
1985. Sales grew at a 34 percent annual 
average from 1973 to 1980 and are fore- 
cast to expand at a 22 percent annual 
rate for 1980-1985. 

During the eight years 1973-1980, 
NRG’s capital expenditures and invest- 
ments exceeded $1.4 billion. 


More Rigs Due 
Among Grace’s energy service busi- 
nesses is TRG Drilling , a contract 
driller with divisions in Denver; 
Lafayette, Louisiana; Fort Smith, 
Arkansas; Cushing, Oklahoma; and 
Oklahoma City. TRG started with three 
rigs in 1973, had 83 at the end of 1980 
and is projected to reach 134 by 1985. 
Booker Drilling, another well service 
operation, has completion, workover 


and drilling rigs and operates in the 
Gulf of Mexico. Now using 23 rigs, 
Booker expects to have 33 by 1985. 

Homco, a leading supplier of drilling 
equipment and services, has 32 U.S. 
locations, plus four in Canada, three in 
the North Sea area and one each in 
Trinidad and Singapore. 

Rent-I/t, a construction equipment 
rental and sales business, has 19 rental 
yards in the Southwest. 

ST Services operates 22 liquid stor- 
age facilities in 15 states with a holding 
capacity of about 4.2 million barrels. 


Energy Acquisitions 

In 1980, Grace Petroleum Corporation 
(GPC) acquired from Centex Cor- 
poration, Dallas, interests in four 
uncompleted deep natural gas wells, 
undeveloped acreage and a gas plant 
in central Mississippi. The wells, in the 
Smackover formation, are 20,000- 
23,000 feet deep and represent a major 
NRG acquisition. 

GPC also added Mallard Explora- 
tion’s working interests in 13 producing 
gas wells, a treating facility for sulfur 
removal and a gas plant for extraction 
of natural gas liquids, all in Big Escam- 
bia Creek Field, Alabama. 

General Tool & Supply was also 
acquired in 1980 to provide oil field 
services and supplies in Oklahoma, 
southern Kansas and the Texas Panhandle. 

Parker International Corporation, 
added in 1980, rents specialized drilling 
equipment and makes related supplies. 
Its chief markets are the Gulf of Mex- 
ico and the Overthrust Belt. 

To compete in the active Arkoma 
Basin in eastern Oklahoma and western 
Arkansas, TRG Drilling added Miller 
Drilling Company of Arkansas in 1980. 


@ ST Services increased the capacity of 
its Texas City storage terminal, which is 
now the largest public butadiene stor- 
age facility in the United States. 
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TRG Unveils Its First 
Ultra-Deep Rigs 


TRG Drilling christened its first ultra-deep onshore drilling rig last November in 
Oklahoma City. 

The 28,000-footer operates inTRG’s Mid-Continent Division under contract to 
Mesa Petroleum Company. It is drilling to 26,400 feet for natural gas in the 
Anadarko Basin in western Oklahoma. 

A similar rig was delivered in February 1981 to Glasscock Drilling , another 
TRG division. This rig is drilling to 28,000-30,000 feet in the TuscaloosaTrend, 
Louisiana in search of gas for Amoco Production Company, a job that is expected 
to take about a year to complete. 


Oil, Gas Production 
Breaks Record 


Grace's oil and natural gas production 
increased to a record high in 1980, rank- 
ing the firm among the top15 U.S. 
independents. 

Grace Petroleum Corporation (GPC) 
lifted 10.8 million barrels of oil equiva- 
lents last year, equal to about 29,600 
barrels a day. This represents a 286 per- 
cent increase from the 2.8 million bar- 
rels of oil equivalents produced in 1973. 

GPC has increased its 1981 budget 
for exploration and development to 
$130 million, 20 percent over 1980. The 
program is expected to develop about 
22 million barrels of proved reserves 
through exploration and drilling. 

In 1980 about 24 million proved 
developed barrels were added to 
reserves, bringing total proved reserves 
to about 117 million oil equivalent bar- 
rels at year-end. The company will con- 
tinue exploration in major basins, 
including Anadarko and Arkoma in 
Oklahoma and Arkansas; Williston in 
the Dakotas and Montana; East Texas; 
and the Overthrust Belt in the Rockies. 
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Natural Resources 


Oil Field Services 
Thrive in Fuel Search 


Oil field services, a significant part of 
Grace’s Natural Resources Group, are 
booming. Grace is keeping pace with 
increased needs for drilling rigs and 
related services as the search for hydro- 
carbons goes on. 

TRG Drilling , a leading land-based 
contract driller in the northern Rockies, 
Mid-Continent and Gulf Coast, has one 
of the highest U.S. rig utilization rates 
because of its strategic locations and 
deep-drilling capability. Its rate rose to 
97 percent in 1980, up from 85.5 per- 
cent 1n 1979, 

With the acquisition of additional 
rigs and one drilling company in 1980, 
TRG’s rig count increased to 83 at the 
end of 1980 compared with 53 rigs 
at year-end 1979. 

Because most oil and gas operators 
do not generally own their own drilling 
equipment, they must turn to contract 
drillers like TRG, one of the largest 
among 600 in the United States, for 
their drilling needs. TRG rents its rigs 
to oil operators, most of whom are 
independents who drill 70-80 percent of 
all U.S. wells; TRG also serves the oil 
majors. 

Grace’s other oi] field products and 
services include drill collars, casing 
cutting, tool and pipe rental, fishing 
and cutting, and freepoint and backoff 
services. Grace also offers drilling 
muds, platform lighting, specialty 
equipment leasing, liquid storage facil- 
ities, gas Measurement, computerized 
gas production and plant accounting 
services, plus petrochemical equipment 
rentals and sales. 


@ In recent years U.S. drilling activity 
has been increasing with the rising 
price of energy, a need basic to the 
world economy. The U.S. energy 
industry’s advantage is its location in a 
politically stable nation with sizable 
petroleum reserves and capital. 
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The Terry Eagle Coal Company, acquired in 1980, will add to eastern coal production. 


Eastern Coal Added in 1980 


Grace and two partners acquired two 
eastern coal mining operations with 
about 130 million tons of coal reserves 
in 1980. 

Taking part in the eastern coal 
venture were subsidiaries of Grace and 
The Hanna Mining Company at a 47.5 
percent interest each, and a Liberty 
Capital Group affiliate at five percent. 
The first acquisition was Rapoca 
Energy Company, added in the spring 
of 1980. Rapoca produces more than 
one million tons a year of steam and 
metallurgical coal and is expected to 
increase this figure to about two million 
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tons a year by 1985. Rapoca has more 
than 60 million tons of low-sulfur 
reserves beneath the eastern flanks of 
central Appalachia and controls more 
than 25,000 acres in Virginia and Ken- 
tucky. 

The venture also acquired Jerry 
Eagle Coal Company in the fall of 
1980. Terry Eagle controls 33,000 acres 
in West Virginia, covering more than 70 
million tons of recoverable low-sulfur 
coal which comes from underground 
mines. Terry Eagle is expected to step 
up output from about 400,000 to about 
1.2 million tons annually by 1984. 
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The next addition, planned for com- 
pletion in early 1981, is Barber Para- 
mont Coal Corporation and subsid- 
laries. Barber Paramont mines and sells 
about two million tons of coal a year. It 
controls leases on nearly 40 million 
tons of clean, recoverable coal and is 
active in deep and surface mining. 

Harold R. Logan, a Grace executive 
vice president and group executive of the 
Natural Resources Group, forecasts that 
the joint venture’s eastern holdings will 
grow through acquisitions, bringing 
Grace's share of eastern coal production 
to about five million tons a year by 1985. 


W. R. Grace & Co. 1980 Annual Report 


Natural Resources 


Colowyo Coal 
Progresses 


Colowyo Coal Company, another 
Grace/Hanna joint venture, exported 
subbituminous coal in 1980 to Korea 
under a five-year contract to supply a 
total of 1.6 million tons. Colowyo also 
shipped 60,000 tons to Japan. This 
export business is expected to grow and 
include Taiwan and the ports of Hong 
Kong and Singapore. 

Colowyo finalized a 35-year agree- 
ment with four Colorado utility compa- 
nies to supply 74 million tons of coal. 
Delivery will start in 1983 on a contract 
valued at more than $1 billion at today’s 
prices. With other long-term arrange- 
ments, Colowyo expects to be in a sold- 
out position when it reaches planned 
annual production capacity of 4.3 mil- 
lion tons in 1984. 


Coal for Celanese 

The Hayden Gulch mine, also a 
Grace/Hanna venture in Colorado, con- 
tinues to ship about 550,000 tons of 
low-sulfur steam coal annually toa 
Celanese plant in Pampa, Texas. This 
coal fuels the nation’s first coal-fired 
industrial boiler conversion and 
cogeneration system. 

In the Colowyo/Hayden Gulch 
region, Grace has more than 70,000 
surface acres which are owned, leased 
or under option in Colorado and Wyo- 
ming, covering an estimated one billion 
tons of recoverable Federal reserves. 
Further down the road, Grace expects 
the Federal government will put new 
blocks of western coal reserves up for 
leasing. 

Coal mines in which Grace has 47.5- 
50 percent interests throughout the 
United States had total production of 
4.1 million tons in1980 compared with 
2.1 million tons in 1979. These mines, 
which hold more than 300 million tons 
of reserves, operated at a slight loss in 
1980. However, they are expected to 
contribute $25-$35 million to Grace 
earnings by 1985. 


Analysts Visit Coal 
And Oil Sites 


Thirty-eight security analysts represent- 
ing the national investment community 
toured the Colowyo coal mine in north- 
western Colorado last fall. During the 
visit to Colorado’s largest surface mine, 
Ira E. McKeever, Jr., Colowyo’s presi- 
dent and general manager, informed the 
group that more than 200 million tons 
of low-sulfur coal underlie the mine’s 
2,540 acres. The analysts viewed the 
dragline, rail load-out facility and coal 
crusher. Q 


The following day, the analysts flew 
to Williston, North Dakota to see a rig 
operated by Bomac Drilling , a division 
of TRG Drilling. Executives explained 
the operation of the contract rigs and 
the growing business opportunities in 
the Williston Basin, which is the 
nation’s largest geologic basin. 

This basin, located in the Dakotas 
and Montana, has given the United 
States more than one billion barrels of 
oil since 1950 and still has another 1.5- 
5 billion barrels of untapped reserves. 
Officials characterize Bomac as Willis- 
ton’s busiest contract driller with 29 
rigs working in this geologic province. 


Analysts listen to Ira McKeever explain operations at Colowyo coal mine. 
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Grace Plans Joint Retail Venture With Dutch Firm 


W.R. Grace & Co. has reached an 
agreement in principle to form a new 
company which would own and operate 
most of Grace’s retail businesses. 

The agreement would provide Vroom 
& Dreesmann BV., the largest retailer 
in the Netherlands, with an opportunity 
to acquire up to a 50 percent share in 
all of Grace's retailing interests, except 
Diana Shops (women’s apparel). Vroom 
& Dreesmann would acquire its share in 
five annual installments of 10 percent 
each beginning in1981. The agreement 
is subject to the exercise of options by 
both parties. 


Cash payments for the first and sec- 
ond installments —in 1981 and 1982 — 
would amount to $40 million and $50 
million, respectively. The three remain- 
ing installments would also be paid for 
in cash, based upon a multiple of 12 
times the earnings of the 10 percent 
equity purchased by Vroom & Drees- 
mann each year. 

The agreement, which is subject to 
execution of a definitive contract and 
approval by both firms’ boards of direc- 
tors, would give the Dutch retail con- 
cern an interest in Grace’s Herman's 
World of Sporting Goods (92 units at 


year-end 1980); home improvement 
centers of Channel (85), Handy Dan 
(100), Handy City (46), Cashway (12) 
and Orchard Supply Hardware (11); 
J.B. Robinson Jewelers (63); Sheplers 
western apparel (8), and Bermans The 
Leather Experts (50). 

“This arrangement is in keeping with 
Grace’s use of joint ventures in several 
of its chemical and natural resource 
activities,’ says Charles H. Erhart, Jr., a 
Grace executive vice president and sec- 
tor executive. “It enables us to have the 
advantage of a strong partner while 
conserving on capital costs.” 
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Executives cut the ribbon at another Herman's opening. 


Retailers Focus on Practical Products for the 1980s 


Although economic uncertainties dur- 
ing 1980 caused some reductions in con- 
sumer spending, Grace's Retail Group 
weathered the slowdown by planning 
store openings carefully and offering 
consumers cost-saving products. 

The strategy is best defined as spe- 
cialty retailing, a business area Grace 
first began developing with the acquisi- 
tion of Herman's World of Sporting 
Goods in 1970. Six years later, Grace 
expanded its retail interests signifi- 
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cantly by entering the fast-growing 
home improvement center business. 
Other retailers Grace acquired through 
the years specialize in everything from 
western wear to women’s wear, leather 
goods to diamond rings. 


Athletic Footwear: 

A New Sports Winner 

Playing up its vast array of athletic 
footwear, Herman’s has launched 
“Shoes for Sports” departments within 


selected units. The new concept is part 
of Herman’s response to customer inter- 
est in athletic fashion and shopping 
ambience. Avoiding the locker-room 
look of other sports stores, this retailer 
cultivates wider appeal with warm, 
attractive decor and artful displays. 

Women, in particular, have reacted 
to the increased emphasis on fitness 
and sports fashions. Investing in both 
equipment and apparel, they now are 
40 percent of Herman’s customers. 
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Robinson Wins Clio 

J.B. Robinson, Grace's specialty 
jewelry retailer, won a Clio award for 
excellence in advertising in 1980 for its 
promotion of antique and other jewelry 
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sh-week money-back guarantee 
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and accessories from the People’s 
Republic of China. Among imaginative 
touches in this campaign: Robinson 
mailed sales announcements tucked in 
fortune cookies to customers. The 
award, given by an independent organi- 
zation, honors excellence in media 
advertising. With 63 stores in the 
Midwest and metropolitan Washington, 
D.C., the chain had total sales of 
more than $44 million in 1980. 
Featuring diamond and gold jewelry 
in all price ranges, this retailer has won 
a loyal following with outstanding 
selection and consumer-oriented sales 
policies. Known for its exceptional six- 
week money-back guarantee on all 
merchandise, Robinson has established 
a special position in the prospering 
American jewelry market. 


Diana’s Dresses 

Diana Shops adds another dimension to 
the Retail Group. Joining Grace as part 
of the Daylin acquisition in 1979, this 
women’s apparel chain had 146 outlets 
which generated 1980 sales of $35 mil- 
lion. Offering a broad assortment of 


merchandise in junior and misses sizes, 
Diana appeals primarily to women in 
the 18-35 age category. 


Popularity of Leather Grows 
Bermans The Leather Experts, a 
retailer specializing in leather outer- 
wear, handbags, footwear and acces- 
sories, opened 14 stores in 1980. 
Combining rustic romance with 
practical merchandise, Bermans stocks 
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enough variety to attract leather lovers 
from miles around. The chain, which 
was acquired by Grace in 1979, now has 
50 outlets throughout the Midwest. 
Like other Grace retailers, Bermans 
follows a specialist’s strategy: iden- 
tifying specific markets, building a 
dominant position and developing a 
merchandising format that appeals to 
customer perceptions of value while 
suiting today’s sophisticated tastes. 


SHEPLERS INTRODUCES 


MADE IN TEXAS BY BRITTANIA‘ 


Sheplers is proud to announce we have been selected by BRITTANIA® to introduce the 
ing El Paso™ Jean Collection to the west. Authentic western jeans 


with stylish ft t to make you look your best. Sizes 28 to 38 waists, in dark indigo, 28.00. 


SHEPL E BS) THE WORLD'S LARGEST WESTERN STORES 


650) WEST KELLOGG. SHOP DAILY 10AM TO9PM.; SUNDAY! 7OGP.M, CASH, L AYAWAY OR CREDIT CARDS — MASTER CHARGE. VISAOR AMERICAN EXPRESS, 


Western Wear Booms 

The current fashion trend of western 
and outdoor leisure wear across the 
country has spelled increased success 
for Sheplers , another Grace retailer. 
Acquired in 1976, Sheplers operates the 
“world’s largest western stores,’ mer- 
chandising apparel, boots, pants and 
jeans, gifts and children’s wear. 

With customer-pleasing store design, 
merchandise selection, display and 
advertising, Sheplers has reinforced the 
western attraction and has given Grace 
a leading position in the market. 

Surveys now confirm that consumers 
regard Sheplers as the place to go for 
western wear values. 

Two Texas store openings in 1980— 
Austin and San Antonio— brought the 
number of Sheplers units to eight. 
Plans are to more than double that total 
by year-end 1985. 


SEARS SEU RUN TH WEE AG EU ERAT ETA UTE URE EE LER AMEE RAE EE HES EL EET SRD ANTAL SUERTE 


WESTERN HATS... 
BECAUSE THERE'S A LITTLE BIT 
OF cone IN EVERYONE 
ds you cukd Wl a ran by the cole of his hot Today you con tl bythe 

meals so ane on el ed at fe 
fits you best iret one oe sapere HS ean you're a working cowboy or 

cowboy. get your western hot ot Sheplers. Hots priced from 14.99 to 200.00. ad att ord pied 

get 


SHEPLERS 


WORLD'S LARGEST WESTERN STORE 


1410 ADJACENT TO INGRAM PARK MALL SHOP DANY 
10 AM to 9 PM; CLOSED SUNDAYS, YOUR MASTER CHARGE, 
VISA OR AMERICAN EXPRESS CARDS WELCOMED. 
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Handy City balloon promotes new store in Nashville, Tenn. 


Grace Leads in Do-It-Yourself 


Grace’s 1980 acquisition of Cashway 
Building Materials home center chain 
boosted its already solid position in this 
growing industry. With recession- 
ridden consumers shying away from 
expensive home-repair contractors, 
do-it-yourself (DIY) has become an 
increasingly popular option. And, on 
the basis of sales directly to the individ- 
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ual consumer, Grace is the leading U.S. 
home center operation serving the 
DIY market. 

Instead of letting inflationary prices 
postpone domestic improvements, 
more and more of today’s home owners 
are tackling these projects themselves — 
everything from leaky faucets to major 
additions such as garages, porches and 
finished basements. By using their own 
skills and cashing in on home center 
values, people are keeping both their 
homes and budgets in top form. 

Grace’s venture into home center 
retailing began with the 1976 acquisi- 
tion of Handy City, then a chain of 13 
stores in the Southeast with sales of 
$27 million. 

In 1977 the Company acquired 
Channel Home Centers , with 33 stores 
in New Jersey and Pennsylvania. By the 
end of that year, Grace home centers 
totaled 58 with sales reaching $123 
million. 

Through internal growth and the 
acquisitions of Handy Dan Home 
Improvement Centers , Orchard Supply 
Hardware and Cashway , Grace 
increased its home centers to 254 by 
year-end 1980, with annual sales of 
$673 million. 


New Concepts for 
Grace Restaurants 


New Formats and 
Menus Introduced 


Innovative concepts have sparked 
Grace’s 616-unit Restaurant Group with 
1980 sales exceeding $525 million. 
Grace restaurants are continually test- 
ing the profit potential of new formats 
and menus in response to customer 
demand—important to top performance 
in food service. 


New Looks at Far West 

At Far West Services, acquired by 
Grace 10 years ago, the newest creation 
is Baxter's. Alfalfa-sprout omelets, 
“100 m.p.h. Chil” and other unusual 
entrees make this restaurant’s menu 
casual and fun—a welcome contrast 
to traditional steak-and-potatoes. 
Baxter’s is finding that lighter meals 
and snacks appeal to today’s 
American families. 

Attentive and courteous service, 
attractive decor and comfortable sur- 
roundings complete the style that 
makes each Baxter’s meal an event. The 
overall effect is strong customer loyalty. 

Another innovative Far West concept 
is Dunbar’s. All units feature a conti- 
nental menu, but the setting and style 
of each varies with its location. For 
example, Dunbar’s in Palm Springs, 
California caters to an affluent crowd 
by sporting a “Country French” look 
with overstuffed armchairs, etched 
glass and a piano bar. Another location, 
Dunbar’s at the Beach in Huntington 
Beach, California features a stunning 
harbor view plus top-of-the-line 
Dunbar’s continental cuisine. 

Far West’s Coco's coffee shops are 
also catering to current customer tastes. 
Weekday specials now include a variety 
of pasta dishes. And, of course, for a 
treat in hamburgers, Coco's is still the 
place to go. 


@ Grace restaurants are found coast-to- 


coast in 32 states. 
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‘Gilbert /Robinson: 
A Restaurant For Every Occasion 
Gilbert/Robinson (G/R) opened Bristol 
Bar & Grill, a seafood restaurant in 
Kansas City, in March 1980. Featuring 
“fresh seafood of the day” flown in for 
freshness, Bristol includes other sur- 
prising touches: an open bake shop, 
lunchtime salad bar, and—in the 


lounge—an oyster and appetizer bar 
with genuine mahogany-paneled 
surroundings. 

G/R believes in versatility, operating 
more than 50 restaurants bearing such 
names as Houlihan’s Old Place, Sam 
Wilson’s, Annie's Santa Fe, Fred P. 
Ott’s, Capt'n Jeremiah Tuttle's and 
Plaza lll. 

Many G/R units borrow winning 
features from original Houlihan’s 
restaurants: plants, decorative artifacts, 
brass fixtures, authentic antiques and 


the intimacy of multiple dining alcoves. 


Innovative menus and decor and 
friendly service reinforce the upbeat 
themes. 


Latest Attraction: 
jojos Coffee Shops 
Jojos Restaurants is the newest addition 
to the Grace restaurant family. Operat- 
ing 110 coffee shops at the close of 
1980, jojos spans the United States 
with units in15 states. These family- 
style restaurants appeal to diners of all 
ages and regions by combining savory 
foods and reasonable prices in a chic 
but comfortable setting. 


Market Research: A Critical Factor 
The key to identifying successful new 
themes in the restaurant business is 
market research. Preferences among 
customers evolve rapidly, and updated 


Eating out is a pleasure at Las Brisas restaurant in Laguna Beach, Calif. 


El Torito: Tastes of Old Mexico 
Two new dinnerhouse concepts, 
launched in 1980 by Grace’s El Torito- 
La Fiesta restaurant company, respond 
to a growing demand for Mexican food 
at popular prices. Who-Song & Larry’s 
features singing waiters, while Rosa 
Corona has an atmosphere that makes 
each night a fiesta. Both restaurants are 
drawing enthusiastic crowds. 

When acquired by Grace in 1976, 
El Torito-La Fiesta consisted of 
22 units located mainly in California. 
With the addition of 22 restaurants in 
1980 alone, 70 now operate across the 
United States. 


menus and formats are crucial to main- 
taining market share and increasing 
volume. 

Anwar Soliman, a Grace senior vice 
president and group executive of the 
Restaurant Group, believes the market 
is best assessed by local managers who 
are with customers every day. “Encour- 
aging individual response contributes 
to the development of effective restau- 
rant operations,’ he says. “Managers 
not only can move quickly with a new 
idea and gauge its results, but also 
can accommodate regional tastes in 
food and format.” 
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Japanese Accord Takes 
Grace Restaurants to Far East 


In an agreement unprecedented for Grace, one of its popular restaurant themes 
was made available to a firm outside the United States. Far West's Coco's coffee 
shop format was licensed to Kasumi Stores, K.K. and its wholly owned subsidiary, 
Robin Hood, K.K., for introduction throughout Japan and several other Far 
Eastern countries. 

Using the experience and technical know-how of Far West, Robin Hood 
launched its first Coco’s unit in October 1980 in Tsuchiura City, aTokyo suburb. 
Kasumi, a privately held Japanese company, has been active in the retail food 
business since 1961. 


Japanese chefs are trained at Coco’ in California. 


New DelTaco Strategy Underway 


Grace’s Restaurant Group achieved significant improvements during 1980 in its 
Del Taco Mexican fast food restaurants, refining both menu offerings and opera- 
tions management. However, because of start-up problems, Del Taco operated at a 
loss for the year. As a result, Del Taco 1s altering its strategy in each of its three 
marketing areas: Atlanta, Dallas/Ft. Worth and Houston. 

When the revised program is completed, selected units will continue to be 
owned and operated by Del Taco. Other units—each determined by Del Taco to 
have profit potential if turned over to an individual operator—may be offered for 
franchising. If this part of the plan is implemented, franchisees would receive the 
full support and experience of DelTaco’ marketing and operations staffs. Still 
other units will be divested by Del Taco. A provision for potential loss in connec- 
tion with the revised program was recorded in 1980. 


This new approach is expected to bring DelTaco into a profitable position in 1982. 
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Grace Opens Door 
To China 


Far East Markets Hold Promise 


Confidence in future U.S.-China rela- 
tions and a call for the support of those 
relations by Western nations were 
expressed by President J. Peter Grace as 
he and a Company delegation returned 
from a visit to the People’s Republic of 
China last November. 

Guests of the Minister of Metallurgi- 
cal Industry, Mr. Grace and his group 
held discussions in Beijing (Peking) 
with officials of several Chinese Minis- 
tries, the Fujian (Province) Investment 
& Enterprise Corporation, China Inter- 
national Trust & Investment, and China 
National Packaging Import & Export. 
In Shanghai—a modern city still 
reflecting the European influence that 
dominated it until the beginning of 
World War II— Mr. Grace met with the 
Vice Mayor of the City Administration 
and the Director of Shanghai Trust & 
Investment. 

“Tam confident that the Chinese 
people are making a Herculean effort to 
achieve a major breakthrough, and we 
ought to help them,” said Mr. Grace. 
He observed that China is intent on 
modernizing and upgrading the standard 
of living of its one billion inhabitants. 

China, with its vast mineral 
resources, is looking to the West for 
assistance in technology, management 
expertise, capital investment and a 
system of trade that will help generate 
much needed foreign currency. 

“The West is also aware of the great 
potential of China’s abundant natural 
resources and the talents of its people,” 
Mr. Grace pointed out. “This adds up 
to broad mutual interests between the 
people of China and those of the 
world’s industrialized democracies.” 


Opportunities Studied 

As a result of the discussions and 
exchange of ideas, Grace group execu- 
tives are exploring specific opportuni- 
ties. Some of the prospects involve 
increased Chinese manufacture and 
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Mr. Grace makes friends in Shanghai. 


export of sporting goods for retail 
activities, and Chinese import of con- 
struction products and container and 
packaging machinery in the specialty 
chemical sector. Also, the Natural 
Resources Group is looking into petro- 
leum exploration and oil field services, 
and assistance in China’s production of 
paper from bagasse (sugarcane fibers). 

Interest in artificial insemination and 
animal feed has led to a Grace invita- 
tion for a Chinese delegation from 
Inner Mongolia to study the techniques 
of Grace’s agricultural chemical opera- 
tions in the United States. 

Of immediate interest in Beijing are 


construction products and container 
compounds. Grace’s quality construc- 
tion products would help to build 
offices, hotels and some industrial 
installations. Because the Chinese 
export food as a quick way to bring in 
hard currency, it will be essential to 
build a canning industry. But before 
they are able to use a sophisticated can 
sealing compound, they must upgrade 
their packaging equipment. 

With an estimated trade deficit of 
$1.8 billion in 1980 and urgent need for 
capital goods imports, the Chinese are 
emphasizing investment that will result 
in export earnings. 


Other Far East Projects 

Far East business activities are not new 
to Grace. For example, the People’s 
Republic of China has purchased con- 
struction materials supplied by Pacific- 
Interamerican Division to waterproof 
joints in concrete buildings. It has also 
purchased Bituthene waterproofing 
membrane to line commercial shrimp 
ponds in Tianjin, third largest city in 
the People’s Republic of China. 

Bituthene waterproofing and Darex 
concrete admixtures are being used in 
Singapore’s new Changi International 
Airport and the Hong Kong mass tran- 
sit railway. Bituthene applications are 
also used in the construction of the 
Seoul, Korea subway. 

Nikkan Sports Shimbun, Japan's larg- 
est daily sports newspaper, has con- 
verted to Letterflex printing plates 
marketed by W.R. Grace K.K., 
Grace’s wholly owned subsidiary in 
Japan. This subsidiary has also formed 
a 50 percent-owned company to make 
textile printing blankets and distribute 
them in Japan and Southeast Asia. 

Mitsubishi Electric Company 
awarded Emerson & Cuming, a 
Grace subsidiary, a contract to design 
the world’s largest shielded anechoic 
chamber which Japan’s National Air & 
Space Defense Administration will 
use to test satellites. 


Our Card... 
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TV Ad Increases 
Public Awareness 
Of Grace 


Shouldn’t you look into Grace? 


One step ahead of a 
changing world. 


GRACE > 


Grace embarked on an image-building 
TV advertising campaign in 1980. The 
ad features a stockholder who has 
“looked into Grace” and discovered 
that the Company has “more than tri- 
pled its net income in just 10 years and 
paid dividends for the last 46 years.” 
The spokesman then asks the viewer, 
“Shouldn't you look into Grace?” 

The 30-second TV spot portrays 
Grace as an aggressive, diversified 
growth company with balanced inter- 
ests in chemicals, natural resources and 
consumer products. 

The ad was market-tested in New 
York and Atlanta for 13 weeks. Audi- 
ence awareness of Grace grew signifi- 
cantly in these two cities with the result 
that more commercials have been pro- 
duced and will be aired in 1981 in 
selected U.S. markets. 


Increased Productivity: Key to Cutting Costs 


“Output over input; what you get out of 
what you put in” —that is the way Presi- 
dent J. Peter Grace defines productivity, 
a decisive measure of business success. 
Despite its importance to industry, how- 
ever, U.S. productivity is now pressed 
by recession, insufficient capital invest- 
ment and rising regulatory costs. 

Constantly striving to boost its own 
productivity levels, Grace has made use 
of 116 computers worldwide funded by 
an annual budget of $50 million. 


Divisions Upgrade Output 

A good example is Davison Chemical 
Division’s alumina sphere facility in 
Curtis Bay, Maryland. Now computer- 
controlled for batch sequencing, this 
plant can alert operators to trouble at 
1,000 control points. 

Grace’s Cryovac Division is doing its 
part by combining certain tasks into 
single jobs and tying compensation to 
production in its manufacturing plants. 

Retailers are making increased use 
of cash register readings to record sales 
information by time of day. These facts 
can tell home centers, for example, that 
most contractors buy during early 
morning hours, allowing stores to staff 
accordingly. 

Part of the productivity package is 
office automation; word processors and 
copiers deliver information faster. 


Seven years ago, Carl N. Graf, now a 
Grace executive vice president and sec- 
tor executive, began upgrading produc- 
tivity in Grace’s European chemical 
operations by consolidating and 
improving manufacturing processes. 
The result was a doubling of sales with 
only a minimal increase in employees. 


People Are Key 

Mr. Grace emphasizes that the reason 
for the Company’s success in productiv- 
ity is people. He strives to “have the 
best and keep them working for us.” 

In natural resources, Grace reached 
its position in the oil and gas industry 
mainly through effective employee 
incentives. An updated, long-range 
program, now being completed, is 
expected to match the success of the 
group’s original five-year incentive plan. 

“In the next 10 years it will be harder 
to find and hold good people,” asserts 
Mr. Grace. “We're going to see a new 
kind of manager, more professional at 
motivating people, and skilled at 
resolving the apparent conflict between 
a generation that wants immediate sat- 
isfaction and a business that must 
increase productivity at all levels. It will 
require a new View of compensation, 
an understanding of new life goals and a 
comprehension of how work can be 
made more rewarding.” 


Grace Borrows $100 Million 
On Medium-Term Notes 


Grace made a public offering of $100 million of 12% percent 10-year notes last 
September. Proceeds from the sale of the notes were used to repay borrowings 
under revolving credit agreements which were incurred to finance capital expend- 
itures and to provide working capital. Investors purchased 90 percent of the issue 


on the day it was offered. 


“This partially took care of our financing needs for 1980 and 1981, but we might 
seek more financing in 1981)’ says President J. Peter Grace. “‘Despite the new 
capital lift, our debt ratio including capitalized leases is just below 40 percent, 


which is about where we plan to keep it.” 


Grace’s capital spending was at a record $657 million in 1980 and is expected to 


be slightly higher in 1981. 
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Company Works on 
Synfuel Projects 


Grace has started a project to study the 
feasibility of producing synthetic fuel 
from its northwestern Colorado coal 
reserves acquired since 1973. The proj- 
ect was developed with Energy Transi- 
tion Corporation (ETCO), a group of 
energy specialists experienced in busi- 
ness and government. 

The Grace/ETCO synthetic fuel 
project would include joint-venture 
participants who would operate a plant 
to produce, after a phased buildup pro- 
gram, 5,000 tons of fuel-grade meth- 
anol and 6,000 tons of carbon dioxide 
daily from coal. 

In another synfuel development, 
Davison Chemical Division has entered 
an agreement to supply 40,000 pounds 
of Amocat-IA catalysts to Ashland Syn- 
thetic Fuels, Inc. for use in the world’s 
largest direct coal liquefaction pilot 
plant, located in Catlettsburg, Ken- 
tucky. Using the H-Coal process to be 
licensed from Hydrocarbon Research, 
Inc., coal reacts with hydrogen in the 
presence of catalysts to produce either 
boiler fuel or synthetic crude oil. These 
catalysts were first developed by 
Grace's Research Division. 

Grace 1s also studying the feasibility 
of a synthetic fuel project to convert 


coal into high-octane, unleaded gasoline. 


The Company is expected to com- 
plete preliminary design and assess- 
ment of a coal liquefaction plant by 
1983. The Department of Energy is to 


fund the design cost. A team of Grace 4 "73 een ' — 
phosphate fertilizers, added Mr. Grace. 


engineers at Agricultural Chemicals 
Group headquarters in Memphis will 
manage plant design. 


@ Grace’s U.S. chemical operations cut 
energy use an average 22 percent per 
unit of output for the year ended June 
1980 compared with 1972. “Conserva- 
tion will be a major issue for many 
years,” says George W. Blackwood, 
vice chairman. “We will continue to 
restrain consumption and costs.” 


Grace Executives Address Analysts 


“The Company looks forward to the 
next five years as a period of stability in 
which no major deviation from the cur- 
rent business mix will take place,” 

J. Peter Grace, president and chief exec- 
utive officer, told a special Wall Street 
meeting of the New York Society of 
Security Analysts in November. 


Carl N. Graf 


ce eee maar 
Mr. Grace said the specialty chemi- 
cal business is solid and growing. Carl] 
N. Graf, a Grace executive vice presi- 
dent and sector executive, anticipated 
that sales in this area would exceed 
$3.5 billion by 1985. He also noted that 
the Organic Chemicals Division is 
investing $80 million for three new 
plants in Deer Park, Texas. 

The Agricultural Chemicals Group is 
having an excellent year in 1980 with 
improved pricing for nitrogen and 


Charles H. Erhart, Jr. 


“We expect the AgChem Group will 
earn in excess of $100 million in 
operating income after taxes in 1981,” 
he said. 

The Natural Resources Group con- 
tinued to increase its contribution to 
Grace’s operating income after taxes, 
having climbed from six percent in 1975 
to 29 percent in 1980, reported Harold 
R. Logan, a Grace executive vice presi- 
dent and Natural Resources group exec- 


Harold R. Logan 


utive. He added that by 1985, Natural 
Resources sales are expected to reach 
about $1.8 billion, more than double 
the $690 million total of 1980. 

In the consumer sector, Mr. Grace 
explained that up to now the Company 
had been concentrating on building a 
position in specialty retailing and had 
put less emphasis on bottom-line prof- 
its. “Were ultimately targeting this 
business to earn 15-20 percent on Grace 
capital,” he said. 


Robert H. Anderson 


He noted that while Grace would 
have a1980 loss in Del Taco, the prob- 
lems of this Mexican fast food opera- 
tion are being resolved. 

“In the meantime, if you haven't 
tried our specialty dinnerhouses or cof- 
fee shops, youre missing the best in the 
industry,’ Mr. Grace concluded. 


Fred H. Siemer, 
Smith Barney, 
Harris Upham & Co. © 
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Taxes and Inflation—Company’s Main Aims for Legislative Change 


Concerned about high taxes and soar- 
ing inflation as disincentives to business 
and individuals, W. R. Grace & Co. 
has been working hard on a five-point 
program to stimulate the economy. 
Called “National Security and the Econ- 
omy,’ the campaign is spearheaded 
by J. Peter Grace, president and chief 
executive officer, and this theme has 
figured prominently in the speeches he 
gives to civic organizations worldwide. 
Believing strongly in the principle of 
private enterprise, the Company 


government revenues by only 4.9 per- 
cent. In the process, economic activity 
would be greatly stimulated and the tax 
base expanded to quickly overcome 
revenue shortfalls. 

3) Adjust all personal income and 
corporate profits for inflation before 
taxation. Only real gains would be 
taxed as opposed to nominal gains 
brought about strictly by inflation; gov- 
ernment revenues would no longer 
automatically benefit from inflation. 

4) Eliminate the capital gains tax 


J. Peter Grace was the guest of Phil Donahue on the “Donahue on Today Show.” 


stresses these major steps in advertise- 
ments, mailings and in Mr. Grace's 
speeches: 

1) Balance the budget over the 
course of the business cycle. Halt net 
deficit spending over the cycle, the 
prime cause of a too rapidly expanding 
money supply in relation to real growth 
in goods and services— which ulti- 
mately leads to higher prices. 

2) Cut the top personal income tax 
rate from 70 percent to 36 percent. 
This reduction in tax rates would cut 


and thus get rid of this disincentive to 
investment. Countries that have no cap- 
ital gains tax such as Japan and Ger- 
many— where economic growth has 
been exceptionally strong— provide con- 
vincing evidence of the benefits that 
accrue from a zero capital gains tax. 

5) Manage agricultural exports to 
strengthen the U.S. economy. The 
United States, together with Canada, 
Australia and Argentina, controls more 
than 80 percent of the world’s food 
grain exports. These countries should 


work to sustain agricultural product 
prices in line with those of gold and oil 
in world markets. 


The Incentive Message 
In all of these areas, Grace’s primary 
concern has been to create a favorable 
climate for increased investment, 
particularly in small companies—those 
employing fewer than 100 workers. 
These small companies account for 
about 82 percent of all new jobs. Inade- 
quate savings and investment have 
been the root causes of lagging produc- 
tivity, slow growth and persistent 
unemployment in this country. 
Motivated in part by Grace’s efforts, 
Congress passed The Revenue Act of 
1978, which provided a major rollback 
in the capital gains tax from a maxi- 
mum of 49.1 percent to a maximum of 
28 percent. That was a major achieve- 
ment, but inflation has worsened since 
then, throwing wage earners into 
higher tax brackets. 


Bottom Line— Changing the Law 
The Company believes that enacting 
legislation which would cut taxes 
through such means as individual rate 
reductions, indexing personal income 
to inflation, freezing Social Security 
rates and allowing realistic depreciation 
schedules on plant and equipment 
should be the 97th Congress’s priority. 

The 1980 elections changed the com- 
position of the House and Senate sig- 
nificantly, producing a climate the 
Company expects will be more recep- 
tive to enacting measures designed to 
create jobs, reduce inflation, rationalize 
government spending and boost indus- 
trial production. 

You can do your part by writing to 
your elected representatives in support of 
job-creating tax incentives and respon- 
sible fiscal policy. Address your letters to: 

United States Senate 

Washington, D.C. 20510 and/or 

House of Representatives 

Washington, D.C. 20515 
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Grace Archive Donated to Columbia University 


A collection of W.R. Grace & Co’s rec- 
ords and correspondence documenting 
its history as a former international 
trading company was given to Colum- 
bia University’s Rare Book and Manu- 
script Library in the fall of 1980. The 
archive was presented at a ceremony 
marking the centennial of Company 
founder William Russell Grace's elec- 
tion as Mayor of New York City in 1880. 
Mayor Grace, grandfather of President 
J. Peter Grace, served a second term 
from 1884 to 1886. 


This trolley car in Buenos Aires 
featured an ad for Grace Line. 

The Grace collection covers the 
period from 1860 to 1920. It features 
letters, photographs, Grace family 
memorabilia and documents concern- 
ing New York politics. Also included 
are banking, insurance and real estate 
papers related to the Company’s ship- 
ping business in New York and South 
America; mining activities in Peru and 
Chile; and transportation interests in 
Costa Rica and Nicaragua. 

Michael I. Sovern, president of 
Columbia, accepted the papers from 
J. Peter Grace at a reception at India 
House in lower Manhattan, Grace’s 
headquarters from 1885 to 1913. 
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W.R. Grace & Co. headquarters for 50 years was 7 Hanover Square (on left). India House 
(right foreground) served as head office prior to 1913. 


: 


Peter Grace enjoys a light moment with New York City’s Mayor Ed Koch when the Grace 


Archive was donated to Columbia University. 


E E. Larkin, Grace Chairman, Receives National Brotherhood Award 


Chairman Felix E. Larkin was honored 
by the National Conference of Chris- 
tians and Jews (NCCJ) at its annual 
Major Industries Awards Dinner last 
October at the Pierre Hotel, New York. 
Mr. Larkin was given the NCCJs 
National Brotherhood Award “for dis- 


tinguished service in the field of human 
relations” by the Rev. James C. Finlay, 
S.J., president of Fordham University. 
After receiving his A.B. degree from 
Fordham in 1931, Mr. Larkin subse- 
quently earned an M.B.A. from New 
York University Graduate School of 


Business and a J.D. from St. John’s Uni- 
versity School of Law. In May 1978 
Fordham conferred upon him an honor- 
ary Doctor of Laws degree. 

Mr. Larkin is a trustee emeritus of 
Fordham, having served as chairman of 
its board from 1970 to 1977. 
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Environmental Parley for 60 Executives 


Eighteen experts discussed policies and techniques for environmental protection 
at a three-day symposium attended by some 60 Grace executives in Tampa last 
October. 

Among the topics covered were management policies on environmental issues, 
cooperation between industry and environmental groups, impact of new chemical 
processes on the environment, and pollution control. 

“The Company wants to be and will be a responsible citizen in complying with 
applicable laws and regulations,’ Robert M. Coquillette told the audience. A 
Grace executive vice president and sector executive, he was one of many Com- 
pany speakers. “We will abide by the law of the land...compliance is the aim.” 

This third annual training meeting is part of Grace’s general commitment to 
environmental protection. Grace’s environment-related capital expenditures were 
approximately $15 million in 1980 and are expected to average $32.5 million 
annually in 1981 and 1982. 


Corporation, Foundation Donations Grow 


Donations and grants from the Company and Grace Foundation, Inc. rose signifi- 
cantly in 1980, totaling $3.6 million. 

Corporate donations were awarded to New York City civic-boosting groups 
such as the Economic Development Council (a private/public coalition of con- 
cerned citizens dedicated to revitalizing New York); Avenue of the Americas 
Association (home of Grace’s headquarters); the Urban League, and various trade 
associations and worldwide chambers of commerce in which Grace maintains 
corporate memberships. 

About 100 charitable, civic and trade groups received Grace corporate gifts 
in 1980. 

Grace Foundation, a tax-exempt organization for which the Company provides 
annual funding, boosted its contributions by more than 41 percent, including 
matching gifts for education. 

With funds allocated by its board of directors, Grace Foundation concentrates 
its aid on higher education, health, science and social welfare, urban and minority 
affairs and culture. More than 40 percent of the Foundation’s budget is earmarked 
for education. 

Organizations which received funds from either the Company or the Founda- 
tion in 1980 included The Salvation Army, Boy Scouts of America, American 
Cancer Society, Young Women’s Christian Association, Ear Research Institute, 
Marine Biological Laboratory and Brooklyn Academy of Music, among many 
others. 


Equal Employment Opportunity 
Shows Gains by Women, Minorities 


Grace continued to make EEO strides in 1980 by increasing the number of women 
and minorities who are employed by the Company. Figures reported to the gov- 
ernment in 1980 show that these two groups represented 54 percent of Grace's total 
U.S. work force, up from 51 percent the previous year. In Grace’s managerial and 
professional ranks, the proportion of women and minorities also continued to rise. 
Together, women and minorities now account for 25 percent of Grace’s managers 
and professionals compared with 23 percent in 1979. 
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Sizing Up the Eighties 


Just 10 years ago, strong and continuing 
economic growth appeared likely, and 
companies that planned according to 
the established industrial order seemed 
poised for almost unending sales and 
earnings expansion. 

That optimism was tempered, if not 
destroyed, by the Arab oil embargo of 
1973, an event whose long-term eco- 
nomic and political waves have yet to 
run their course. In its wake have come 
slow economic growth and high infla- 
tion. Old growth strategies—for exam- 
ple, those that assumed the ready avail- 
ability of cheap energy and equally 
abundant, low-cost money—are no 
longer applicable today. 


Future Implications 

In the complex setting confronting 
business in the 1980s, growth itself 
must be redefined. In the relatively low 
inflation scenarios of the early 1970s, 
business plans which called for earn- 
ings increases of 10-12 percent a year 
were valid. With today’s sustained infla- 
tion rates in excess of 10 percent, the 
old assumptions are defunct. Real 
growth today means planning for—and 
getting —consistent earnings increases 
of 15 percent or more. 

One notion true in 1970 remains the 
same today: Big rewards require big 
risks. Because bigger rewards are the 
goals that must be sought by business 
in the 1980s, bigger risks must be 
taken. Projects must be more carefully 
weighed and more carefully chosen 
than ever before. The subtle distinction 
between caution and withdrawal must 
be clearer to managers—with each 
decision they make—than previously 
required. There is no substitute for 
steady wisdom in such an environment 
no matter how great the technical 
mastery. Regardless of the business 
conditions presented by the 1980s, 
no wavering should be permitted from 
management’s commitment to con- 
tinued growth in all areas of the 
Company’s activities. 


W. R. Grace & Co. 1980 Annual Report 


Nineteen eighty-one finds Grace the 
fifth largest chemical firm overall, 
and number one in specialty chemicals. 
Grace has significant holdings in oil 
and coal, which have only begun to be 
realized upon in terms of potential prof- 
itability. Earnings per share have risen 
almost tenfold since the last “easy” 
year, 1970. 

With an uncertain outlook for the 
economy in the 1980s, forecasts are dif- 
ficult. However, the underlying strength 
of the many businesses in which Grace 
is a leader should provide strong sup- 
port for increased earnings in future 
years and assure the realization of the 
Company’s commitment to growth. 


This is Grace 


A worldwide network of production, mar- 
keting and research facilities supports 
Grace's industrial, specialty and agricultural 
chemical businesses. Proprietary technol- 
ogy, expert customer service and efficient 
production and distribution provide the 
foundation for the specialty chemical busi- 
ness. Products are sold for both industrial 
processing applications and specific end 
uses. Agricultural chemical operations 
include the production of phosphate- and 
nitrogen-based fertilizers as well as animal 
breeding and feed products and services. 


Grace’s energy investments are geared to 
the exploration and production of crude oil 
and gas, production of coal, the operation 
of contract drilling and workover rigs— 
both on and offshore—oil field services and 
rental tools and equipment for the petro- 
leum industry. Other businesses include the 
storage and transmission of bulk liquids, 
the manufacture of paper products, and 
rental and sale of equipment to industry 
and homeowners. 


Specialty retailing and restaurants are the 
focus of Grace’s consumer service opera- 
tions. Selective merchandising combined 
with distinctive selling formats are the 
common denominators in retailing jewelry, 
sporting goods, leisure apparel and home 
improvement products. Grace restaurants 
offer over forty different formats ranging 
from fast food and coffee shops to dinner- 
houses and theme restaurants. Other con- 
sumer businesses include cocoa process- 
ing, automotive products, specialty textiles 
and book distribution. 
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Specialty 
Markets 
Packaging 


Construction 


Automotive 


Container 
Oil & Gas 


Products & Trademarks 


Cryovac plastic films/bags 
Airmold containers 


Zonolite insulation 
Compliant Roof Membranes 
Bituthene waterproofing 
Darex cement additives 


Teroson acoustical materials 
Daramic battery separators 
Terolan adhesives/sealants 
Davison auto catalysts 


Darex sealing compounds 


Davison cracking catalysts 
Rare earths/gas adsorbents 
Eccofloat flotation modules 


Specialty 

Markets Products & Trademarks 

General Syloid silica gel 

Industry Davison molecular sieves 
Eccobond adhesives/coatings 
Cleaning compounds 

Chemical Evans sulfur compounds 

Intermediates Daxad dispersants 


Daratak emulsion polymers 

Hampshire HCN derivatives 

Pharmaceutical & herbicidal 
intermediates 


Graphic Arts Letterflex printing systems 
Polyfibron printing blankets 
TEC web offset dryers 


Agricultural 
Markets 


Animal 


Husbandry 


Crop 
Production 


Chemed 
Markets 


Environment 
Health Care 


Hospital 
Services 


Products & Trademarks 


ABS animal genetics 
Walnut Grove and 
Farr Better feeds 


Phosphate & nitrogen-based 
fertilizers 


Products & Trademarks 


Dearborn pollution control, 
water & waste treatment 


Veratex dental/medical supplies 
Respiratory therapy 


Vestal disinfectants 
DuBois cleaning compounds 


Extractive 


Production, 
Development 
& Exploration 


Products 


Coal, oil & natural gas 


Oil Field 

Services Products & Services 
Technical TRG contract drilling 
Services Homco & A-1 Bit & Tool oil 


field services 

Booker Drilling 
offshore rigs 

Rent-It equipment rental 
& sale 

ST Services storage & 
pipeline facilities 

Drilling Mud supplies 

Chance drill collars 


Lighting Systems International 


electrical cables & 
lighting systems 

Southern Flow gas 
metering 


Specialty 
Retailing 


Home 
Centers 


Sporting 
Goods 


Jewelry 


Leisure 
Apparel 


Formats 


Allwoods 
Angels 
Cashway 
Channel 
Handy City 
Handy Dan 
Orchard 


Herman's World of Sporting 
Goods 


J.B. Robinson Jewelers 


Bermans leather apparel 
Sheplers western wear 
Diana women’s wear 


Restaurants Formats 


Coffee Shops Coco's, jojos 


Fast Food Del Taco 
Dinnerhouses Moonraker, Reuben’s 
Plankhouse 
Mexican El Torito 
Specialty Baxter's 
Chanteclair 


McFadden’s, Dunbar’s 
Healthy Food Jennie’s Cookery 


Annie’s Santa Fe 
Houlihan’s Old Place 
Reuben E. Lee, Gorda Liz 
Sam Wilson’s Meat Market 


Theme 


Other 


Auto Parts 


Book 
Distribution 


Cocoa 
Products 
Specialty 
Textiles 


Products & Trademarks 


Mr. Gasket clutches & shifters 
Baker & Taylor 


Ambrosia 
DeZaan 


Bekaert upholstery fabrics 
Golding mattress ticking 


1981 Outlook 


Chemicals 


Anticipated economic recovery will help 
Grace’s multi-industry specialty chemical 
product lines to achieve gains in sales and 
earnings this year. In addition, new plant 
construction and expansions of existing 
facilities are underway to provide more 
capacity. Good prospects for gains by the 
agricultural chemical business are enhanced 
by more planted acreage, higher farm 
income and increasing demand for food 
crops and fertilizers. Chemed’s water treat- 
ment and health care lines are expected to 
do particularly well. 


1976 
1977 
1978 
1979 
1980 


1976 
1977 
1978 
1979 
1980 


Sales 

Re eee es $1,744 

Ee A Teel SS ee eS $1 O57 

CS eae ee ee enemas $7,188 

eee ea ee eee $2624 
RESETS ee ae a en ee ee ee ened $3 26 


Operating Income after Taxes 

ii eee $130.4 

ie ee eee $135.) 

ee ee eee aeenenceames $15) 0 
ae ea a een $185.3 

ea ee ee ne emi $246.8 


Natural Resources ‘ 


Internal expansion in energy-related busi- 
nesses will continue in 1981. Higher oil 
and gas production, greater output of coal 
and the addition of more locations and 
equipment to oil field service businesses 
are expected. The search for acquisitions in 
energy Services and eastern coal will con- 
tinue. Grace’s Natural Resources Group 
anticipates higher demand for all forms of 
fuel, increasing energy prices and intensi- 
fied exploration and development of domes- 
tic sources of petroleum and natural gas. 


1976 
1977 
1978 
179 
1980 


1976 
1977 
1978 
1979 
1980 


Sales 

Eee eee $218 

Re eee eens $287 

Ree ee ae ees $34 | 

Ren Se ee ee ne ees $485 

SES SCs eae se eee ee ems $690 


Operating Income after Taxes 

Ee $12.5 

eee $23.1 

Rees $27.7 

Den ee ees $70.8 

Re ee ee ee eee $ | (7.6 


Consumer 


As consumer confidence builds, higher 
spending on durables and nondurables can 
be expected. The unique strengths of 
Grace's specialty retailing concept will 
benefit most operations— particularly home 
centers, jewelry and leisure apparel stores. 
Continued expansion and improvement of 
the Company’s restaurant chains should 
produce a turnaround in results of this line 
of business. Other consumer interests look 
for earnings advances during 1981. 
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1976 
1977 
1978 
1979 
1980 


1976 
MSI 7) 
1978 
1979 
1980 


Sales 

Eee een $856 

Cee ees $1,151 

eee ene $1 379 

ee Sea ee a eee $1 897 
Ee ee $2 319 


Operating Income after Taxes 

Ci ae es $22 3 

RTS S  a S $34 2D 

EES Ne $399 
Ee a a en $34 3 
Rae $20.2 


Financial Data by Line of Business 1976-1980 W.R. Grace & Co. and Subsidiary Companies 
($ millions- 1976-1979 restated) 


Total Divest- 


Natural Opera- ment 

Chemical Resources Consumer tions _ Program”) Grace 

Specialty Chemed naa Chemical Petsitiny Restaurant Other Canc Total 
Sales 
1977 1,220 248 489 1,957 287 376 194 581 eis 3,395 793 4,188 
1979 1,656 322 646 2,624 485 891 320 686 1,897 5,006 292 5,298 
1980 1,896 363 767 3,026 690 1,086 525 708 2,319 6,035 66 §=6©6,101 
Average Annual Growth Rate 
1976-1980 15.2% 13.5% 14.3% 14.8% 33.4% 46.3% 33.6% 11.7% 28:37)» 21.0% a 12.6% 
Operating Income (Loss) after Taxes“ 
19767 -$)8152 $13.4 $35.8 $130.4 Sul 200 $ 8.6 Sei22$ 6:5 $22.3) ~$16522 $23.6 $188.8 
1977 9355 16.0 25.6 1354) 03M 1S a7, PAP A331 34.2 192.4 14.9, © 20723 
1978 108.3 17.4 2523 151.0 Dili 14.8 e801 753 39.9 218.6 153) ) 2225°9 
1979 132.4 19.8 3361 185.3 70.8 19.3 3:01 2.0 34.3 290.4 290.9 
1980 140.1 21.5 85.2 246.8 107.6 22.4 (11.2) 9.0 20.2 374.6 (4.8) 369.8 
Average Annual Growth Rate 
1976-1980 14.6% 12.5% 24.2% 173% 71.3% 27.0% — 8.5% (2.4)% 22.7% — 18.3% 
Sales 
Percent of Total Operations 
1976 38% 8% 16% 62% 8% 8% 6% 16% 30% 100% 
1977 36 i 15 58 8 1] 6 17 34 100 
1978 36 u 13 56 9 12 6 ly 35 100 
1979 33 6 13 52 10 18 6 14 38 100 
1980 31 6 13 50 11 18 9 12 39 100 
Operating Income (Loss) after Taxes 
Percent of Total Operations 
1976 49% 8% 22% 719% 8% 5% 4% 4% 13% 100% 
1977 49 8 1 70 12 if 4 ) 18 100 
1978 49 8 12 69 i) 6 4 8 18 100 
1979 46 7 11 64 24 1 4 12 100 
1980 A 6 23 66 29 6 (3) 2 5 100 


() Operating Income (Loss) after Taxes is computed before gains (losses) on disposal of businesses, foreign currency translation related to FAS No. 8 and allocation 
of general corporate overhead, general corporate interest and interest on debt of certain domestic subsidiaries. For this table, taxes are computed substantially 
on a separate return basis for each subsidiary and division of Grace. In the case of each U.S. subsidiary and division, benefits for all generated investment tax 
credits and operating losses, if any, are recognized currently. i ; Pa : 

(2) Represents the sales and operating income (loss) after taxes of units disposed of and units for which provision for loss on future disposal has been recorded. 
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Quarterly Summary‘ !)— Unaudited (dollar amounts in millions except per share) 


Operating Results 


Sales: Paar ee Ce ee 


Cost of goods sold and operating 


EXPENSES 2 o.c gine co ae oe 
Other expenses, neti) 2 oi eee 


Income before taxes and effect of 
FAS No. 8 and disposal of 


BUSINESSES Ain wie races ue IE ee ae 
INCOME taxes... ee era 


Income before effect of FAS No. 8 


and disposal of businesses........... 
Bifect of PAS Nol.8 aemces scene eos ae 


Gains (losses) on disposal of 


DUSINESSCS nai es ee ee ee 
INetincome ss 4. ae oc Ra rene 


Earnings per share: 
Income before effect of FAS No. 8 


and disposal of businesses......... 
Effectiof FAS No.8 7 cesta ee 
Effect of disposal of businesses....... 


Earnings per share assuming 


full Gilutony sone eee ee 


Sales by Line of Business 


Chemical 


Specialty /Chemed aeons aan ere 
Apriculturals 2 voce dewc-s ca Roper a * 
Natural RESOUICES maar eee careers ae 


Consumer 


Specialivekctailincge ec ee re 


Restaurant 


‘Total: Operations 7, Genser to cn eee 


Divestment Progtam Zia eee ee 


First Quarter Second Quarter 
1980 1979 1980 1979 


$15365.9 8S 19167.0) =$4554522.7$15358.8 


(887.5) (789.7) (1,005.5) (909.3) 
(367.2) (309.4) (385.0) (335.5) 
Lines 67.9 154.7. 114.0 
(54.9) (31.6) (55.4) (51.9) 
56.3 36.3 99.3 62.1 
8.9 3.8 (12.6) (3.0) 

= ie (3.5) 2.0 
SoD wa 8 to Gram 
PAU AY SS OE Be 
19 08 (.27) (.06) 

e 38 (.07) 04 
FTO TS WS ee 
SOURIS Si, A A 
SSG) S Zone) SS OO GB 2a 
159.1 131.5 236.5 195.3 
163.8 94.0 158.6 108.2 
207.0 154.6 262.6 e207 
121.6 69.9 132.5 78.0 
17789 aoe gat 157.5 


20.8 117.9 20.0 112.8 
$1,365.9 $1,167.0 $1,545.2 $1,358.8 


Operating Income (Loss) after Taxes by Line of Business) 


Chemical 


Specialty, Ghemied eae annernn are 
Ascricultural ses pays einen ott oe icc: 
Natural Resources cman yant er eee 


Consumer 


Specialty Retallingaseewic Marta ene 


Restaurant 


Total Operations 


Divestment Program?) 


S550 eee. 4 ee ee le eee 3S 7) 
13.6 3.3 yl ile hea 
DBS) 1S 28.9 16.0 
(Zab) Cis) Sek 4.6 
— wi cay) le 
(.4) 23 4.0 32) 
70.9 47.7 118.7 TMS 
Go) Shy? (.4) ol 

ens IO a Ue SY 7) 


Third Quarter Fourth Quarter 
1980 1979 1980 1979 


$1,491.2 $1,291.5 $1,699.0 $1,480.3 


(967.1) (842.9) (1,109.7) (953.8) 
(408.8) (342.7) (467.7) (405.4) 
1153 105.9 121.6 PA ial 
(51.4) (45.9) (50.5) (56.8) 
63.9 60.0 lee 64.3 
7.8 (.8) (.6) s) 
(322) (14.7) Gan 8 
$ 68.0 $ 445 $ 67.4 $ 66.0 
$ L371 5S) 132)5 351 2a eee 
16 (.02) (.01) 02 
(.08) (G32) 


$ S6L.5 (S$ 503595 $862053 Be ome6 23 
169.3 149.1 20233 170.53 
178.0 134.9 190.0 147.9 
264.8 218.5 S159 296.9 
136.0 83.1 135.3 88.9 
161.9 161.2 193.8 194.3 

RATS ele 503 1,693.6 1,460.6 
[Se 41.2 5.4 Loe, 


$1,491.2 $1,291.5 $1,699.0 $1,480.3 


S$ 39:7.48 9243533379843. Get ies 
Lai 8.6 19.8 10.1 
Ze 23.6 Diem LO 
4.9 3.0 14.5 is 
(1.0) 2 (Oar) (.6) 
LEZ 1.4 4.2 1.8 
84.6 81.1 100.4 86.0 
(1.9) (.9) (2.0) (2.5) 

5 982.7 S$ 80/2, (Sa98 4 ae 35 


w Data for all periods in 1979 and First Quarter 1980 have been restated for poolings of interests, all of which were completed prior to the end of Second Quarter 1980. 
‘°) Represents the sales and operating income (loss) after taxes of units disposed of and units for which provision for loss on future disposal has been recorded. 


(3) nae ‘ 7 . . . . . 
Operating Income (Loss) after Taxes is computed before gains (losses) on disposal of businesses, foreign currency translation related to FAS No. 8, and allocation of 
general corporate overhead, general corporate interest and interest on debt of certain domestic subsidiaries, 
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Sales 1980* 


Operating Income after Taxes 1980* 


* Excludes divestment program 


United States 
68% 


Financial and Statistical Review (/979 and 1978 restated) 


Worldwide Operations 


The following table provides a geographic breakdown of sales and operating income (loss) after 
taxes in 1980, 1979 and 1978 by line of business: 


($ millions) 


United States 
Chemical 
Specialty/Chemed.... 
Aoricultural wen 0. 
Total Chemical .. 
Natural Resources...... 
Consumer 
Specialty Retailing ... 
ReStauiiall (lean 


Total Consumer. . 
Total United States...... 


Canada 


Europe 
Chemical 
Specialty/Chemed.... 
PN OTICUIEUEAL te este inci 
Total Chemical .. 
COMAWMEP o 50008608006 


Latin America, Far East 
and Other Areas 
Chemical 

Specialty/Chemed.... 

Agricultural jegecuree 

Total Chemical .. 

Natural Resources...... 
Consuinctaaeeee 
Total Latin America, 

Far East & Other Areas 
Total Operations ....... 
Divestment Program”). . . 


Sales 
1980 


1979 


$1,083 
578 
1,661 
349 


891 
320 
407 


1,618 


3,628 


— ~) 
Woe 


a 84 


5,006 
292 
$5,298 


1978 


141 
54 
NS) 
74 


275 
3,908 
566 
$4,474 


Operating Income 


(Loss) after Taxes'" 


1980 


(4.8) 


$369. 


1979 


e|| 
00 © 
ON 


Nn 
~ 
Nn 


1978 


Grace’s net investment in operations outside of the United States was $467.7 million in 1980, 
$409.3 million in 1979, and $478.8 million in 1978, an increase (decrease) of $58.4 million, or 
14.3% in 1980 and $(69.5) million, or (14.5)% in 1979. 


translation related to FAS No. 8 and allocation of general corporate overhead, general corporate interest and 


interest on debt of certain domestic subsidiaries. 
(2) Represents the sales and operating income (loss) after taxes of units disposed of and units for which provision for 


loss on future disposal has been recorded. 


‘) Operating Income (Loss) after Taxes is computed before gains (losses) on disposal of businesses, foreign currency 
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Capital Expenditures, Net Fixed Assets, and Depreciation, 

Depletion and Lease Amortization 

The following table shows capital expenditures, net fixed assets, and depreciation, depletion and 
lease amortization by line of business and by geographic location for 1980, 1979 and 1978: 


Depreciation, 


Capital Depletion and Lease 
Expenditures Net Fixed Assets Amortization 
($ millions) 1980 1979 1978 1980 1979 — 1978 1980 1979 1978 
By Line of Business 
Chemical 
SDecialtyaneeeeee ee $134 $108 $ 85 $ 493 $ 412 $ 349 $ 51 $45 §$ 43 
Chemed.en eer 10 Ld 6 45 38 30 4 | 3 
Agnicultural Rec 2.020 PS 210 236 241 ed) ee 2S eel O 
Total Chemical . 171 (37) 4109 748 686 626 82 76 164 
Natural Resources .... 321 165 94 708 450 334 63 an 53 
Consumer 
Capital Expenditures Specialty Retailing . . 64 67 34 287 229 105 19 14 A] 
Working Capital Provided Restaurant Geeta... Somme 46 333 Dy 110 26 13 9 
By yeeraOns Other 9s. amen ar 0 eel lee oe 49 51 48 0 7 oe Oo 
TotalConsumer 162 200 89 669 497 263 34 33 22 
Total Operations ..... 654. 502. 2927) °2,1255 91,6337 1223 97 eee OU ae 
General Corporate .... 2 | 1 14 14 11 Z l 1 
600 Divestment Program*.. —_1 8 15 24 43 87 5 Seed 3 
Totals tae $657 $511 $308 $2,163 $1,690 $1,321 $204 $169 $161 
500 
By Geographic Location 
United Statesman $574 $454 $251 $1,857 $1,414 $1,022 $168 $132 $122 
400 Canada were Aracimwen 8 3 3 23 17 16 1 Zz 1 
EUIODeRES © ahem ieveane 59 36 30 189 149 131 19 17 16 
300 Latin America, Far East 
and Other Areas.... 13 ) 8 56 a3 54 S) yee as 
Total Operations ..... py) Sy 2p wis  Iesis) 2723} 197 160 147 
200 General Corporate .... 2 1 i 14 14 11 a 1 l 
Divestment Program*.. 1 8 15 24 43 87 5 Syaels. 
1976 1977! 19784" 1979 1980) S Total err nee $657 $511 $308 $2,163 $1,690 $1,321 $204 $169 $161 
* Represents units disposed of and units for which provision for loss on future disposal has been recorded. 
Capital Expenditures 
6=:= Provided Major capital expenditure projects undertaken in 1980 included: purchase of new drilling rigs; 


construction of three specialty chemical plants in Deer Park, Texas; domestic and foreign expan- 
sion of flexible packaging materials operations; construction of a new plant at Selestat, France 
and expansion of the existing facility at Hamburg, West Germany for the production of battery 
separators; purchase, exploration and development of coal, oil and natural gas producing proper- 
ties; and specialty retailing and restaurant expansion programs. 


Major capital expenditure projects undertaken in 1979 included: construction of alumina and 
three-way auto catalyst plant in Curtis Bay, Maryland; expansion of petroleum cracking catalyst 
manufacturing facilities in Lake Charles, Louisiana; purchase of drilling rigs; purchase and 
exploration of oil and natural gas producing properties; and specialty retailing and restaurant 
expansion programs. 


Major capital expenditure projects undertaken in 1978 included: expansion of production 
capacity for flexible packaging materials in lowa Park, Texas; equipment replacement and expan- 
sion of cocoa bean processing capacity at Koog aan de Zaan, Netherlands; construction of a 
battery separator plant at Acton, Massachusetts; purchase of oil and natural gas producing 
properties and equipment; and specialty retailing and restaurant expansion programs. 


Grace expended approximately $15 million, $12 million and $10 million for pollution control 
compliance in new and existing plant facilities during 1980, 1979 and 1978, respectively. 


Grace estimates that capital expenditures in 1981 will be about $700 million. 
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Cash Dividends Paid Per Share 
of Common Stock 


1976 1977 1978 1979 


Cash Dividends on Common Stock 
($ millions) 


1978 


1979 


1976 1977 


1980 


1980 


Stock Price Data— 1980/1979/1978 
Principal Market: Common Stock — New York Stock Exchange 
Trading Symbol: GRA 


Common Stock Prices—Composite Trading 


___High __Low __Close 
19S Birst Ouartermener saat ee eae Rade $43.625 $32.625 $34.375 
Second Quartenspeie, oe) ine es 39.25 33.20 38.875 
Third Quarter< pie eee ea ro 52.00 38.25 47.00 
Fourth Quarters... pie oe es SOS 63.50 47.25 59.00 
197928 First Quarter. 2.2, tee ae Be $29.125 $25.625 $28.625 
Second Ouarter are .aeper ae eat ee ere 29.625 27.00 29.00 
bind Quarterawe ate ace een te 40.75 28.00 39.75 
Fourth'Ouatterst) see ce eee oe rons 41.25 34.25 40.50 
197 Soe. Hirst: Ouarten sine aan ci eee ea: 577.125 $23 .625 $25.625 
SECONGOMALED ico ae Le Oe a css he 29.00 251a1D 27.00 
HME (OUATIET cote Mee eee tne Oe: 31.00 26.25 29.875 
Porth’ Ouartetes 5.06 46 ete ee coe ee B22370 25.625 251605 
Dividends 
For the years 1980, 1979 and 1978, common stock dividends were declared and paid to 
shareholders as follows: 
Record Date esetnt ts gp Payment Date en Sy gg el Share 
NOSSO MCU DUAL Yay ante inane March 10 0528 fe eee Se 025125 
May 3 eo i Bae eG cals. eee JunesO Gene pe oe Senet eee Os0125 
BUS USE lies eet oh Sree eee september 10,52 ee aaa ee ABot/e) 
INOVEMDCta/ a ents han aaula te ok December 10. 4 eee ee 0.575 
eee) 
1D 7 OM PeDEU aly dareeac Aen sob Match lO aGena soe ae eee $ 0.475 
INIA; Orcete cece. otimy kx thee oe MInelOM Sona. 8a gare cee 0.475 
PRUSUSI Ms ates pring tin core oes ER september 10 "ars nate ee i eay bees 
Novembet.@, 2), . getty ee. Decemberl0 : oie ace ee O125 
$ 1.975 
1978 22 Pebruaty Stace, ta, eae Marchl02.0.2. =. ere $ 0.45 
WAV AO Betrasien: Gavi s cheers wigao au! « Janel ese \s tee ween eee 0.45 
PAUL UES EO aah seare Mit Nig us sies a) ams’ st Seplember LU ges ane Stee 0.475 
INGVeln DeLisaem peers cei aw December 10's semua eames e044 15 2 
ad bos) 


The current indicated annual dividend rate is $2.30 per share. 


The Company has paid dividends on its common stock consecutively since 1934, or 47 years, 
and intends to continue paying dividends in the future. In 1980, total dividends paid on common 
stock were $101.1 million. This was a16% increase over the $86.9 million paid in 1979, which 
was a 20% increase over the $72.3 million paid in 1978. As a percentage of net income, the 
common stock dividend payout was 35.6%, 38.0% and 41.1% for 1980, 1979 and 1978, 
respectively. 


RENEE CET BEET OATH PRL EES ITE IE CT FEN IT ETI I TMT I PE SI ET IN ED ISS ET I I ETI PPS GE BOOTS LTE I TS OE CITE LE TPT 


Dividend Reinvestment and Common Stock Purchase Plan 

There were 11,390 shareholders of record participating in Grace’s Dividend Reinvestment and 
Common Stock Purchase Plan as of December 1980 compared with 10,430 participants at the end 
of 1979. During 1980, Grace shareholders reinvested dividends and made supplementary cash pay- 
ments totaling $2.7 million which were used to purchase 61,043 shares of Grace common stock. 


The Company absorbs all brokerage commissions and bank service fees for participants. 


REE Te TT RS EE IT TT EE SLT YC TE CY CTT SELLE LE EE BEEN EO SEE TELL STD TT 
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Income Statement 


Balance Sheet 


Profitability 


Asset Turnover 


Cash Flow 


Stock Market 


Employment 


Earnings Per Common Share 


1976 


1977 1978 1979 1980 
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Key Financial Ratios—Five Years 


1980 
% Pretax, pre-interest income to sales........ 10.3% 
GorNetiNCOMme tO Salesman ta. ieee ere 4.7 
To Income taxes to pretaxincome s.... a...) - 42.4 
% Long term debt to total capital ........... 35.2% 
% Total debt to total capital 7.42 se eae 42.4 
Current assets; current liabilities mnie ina SPS 
Jo Retummon total/capital 5) eee eee 9.6% 
% Return on shareholders’ equity........... 16.8 
Sales/InVentOnieS.c. 7 see) es oe eee ee VRIBS 
Sales/receivables= tt sree eee eee 8.2 
Sales/total assetsarues Adee oe eee 15 
To Cash flow.to total debt Passa. a see oe oe 41.9% 
% Dividends to cash flow 2.4: see 18.1 
Average: yield cei. sa seen tt eno, oe 3.9% 
Year-end price/earnmn¢s (P/E) aera cee ae Ex 
Year-end price/book-value a arr see 1.6 


1979 

10.0% 
4.3 

45.9 


30.9% 
40.7 
1.6x 


1978 1977 
9.4% 9.3% 
3.9 3.6 

46.9 46.4 

31.7% 34.1% 

41.4 42.2 
1.8x 1.8x 
7.5% 6.8% 
Vil V1 
6.6x Onex 
7.4 Yell 
1.4 1.4 

35, Ge 36.0% 

20.3 19.7 
6.4% 6.5% 
Ono 7.9x 

8 9 


6.4x 
hes 
14 


28.5% 
21.8 


6.1% 
9.4x 
Lil 


Grace’s employees numbered approximately 91,700 at the end of 1980 compared with 82,600 at 
the end of 1979 and 68,900 at the end of 1978. They were geographically located as follows: 


(Rounded to hundreds) 
United States Chemical............... 
Natural Resources........ 
Consumer seer 


@Canadaae Chemical 

Natural Resources........ 

Europe: {Chemical @anueea.. oer 

(COMUNE? go 6ccccacacacc 

Latin America, Far East Chemical............... 
& Other Areas Consumer.............. 


Total Operations 
Divestment Program* 


1980 1979 
een: 21,600 20,900 
5 eters 4,900 3,900 
: ee 49 300 41,000 
sect Aee 800 800 
ps hen 900 900 
ee cree 100 100 
sheet 8,300 8,300 
ets ae 2,000 1,900 
hey aor 3,300 3,300 
ae ok 300 400 
es 91,500 81,500 
ee 200 1,100 
a eee 91,700 82,600 


*Represents units disposed of and units for which provision for loss on future disposal has been recorded. 


1978 


19,300 
2,900 
27,600 
800 


900 
100 


7,900 
2,000 


3,200 
300 
65,000 
3,900 
68 ,900 


Total 1980 employment costs, including salaries, wages, benefits and social security taxes, 
were $1,453.2 million compared with $1,242.6 million in 1979 and $1,024.3 million in 1978. 


Comparative Quarterly Earnings—Five Years 


The following table provides net income and earnings per share by quarter, as restated, for the 


five-year period 1976-1980: 


Net Income ($ millions) 


Earnings per Share 


First Second Third Fourth First Second Third 
Year Quarter Quarter Quarter Quarter Quarter Quarter Quarter 
197 Gia be OS eet ee be 5 0.6 Sas ecOND S68 $1 OS 2 eG 
LO] aera One) 49.8 39.1 33.9 .60 1.14 89 
ID] Spee oles 54.5 44.5 39.7 .84 ‘ 1.01 
IDTOGERe Pe 61.1 44.5 66.0 1.26 1.34 .98 
LOS Oe yee Ooe2, 83.2 68.0 67.4 1.40 1.79 1.45 


Fourth 
Quarter 


Financial and Statistical Review Specialty Chemicals 


Sales by End Market* ($ millions) 1980 1979 %Change 
Packagitig Aiea tees tetany fee OL See NIV ia, See $ 550 $ 473 16.3% 
GOnSHICTION cite tar eae eee rh ee Anne eh.” eee S13} 265 18.1 
PAULOMOUVCaconl Senet e ere ts | Giuck ithgs Whos. < Swe ene 189 191 (1.0) 
Containcraee ces Se ch at a Se. ees 173 159 8.8 
Oilfand Gas Ram ee ee eR eat eo PURE.” Sees 172 125 37.6 
General Industry ar stetaiy son ba aponcSait sis ets he 148 139 6.5 
@hemical Intermediates =.) fee oe ne a ee... 140 129 8.5 
Graphic Artsi Fence Se ee a elec: 2. eee 138 121 14.1 
lotal Myer: cer tees ee ee re oe ee: ee $1,823 $1,602 13.9% 


*Does not include sales of all products and services categorized in Specialty Chemicals line of business. 


Key Plant Locations Davison Chemical Cryovac European Darex 
Worldwide by Division HQ: Baltimore, Md. HQ: Duncan, S.C. HQ: Lausanne, Switzerland 
Plants: South Gate, Calif. . Plants: Cedar Rapids, lowa Plants: St. Neots, England 
Lake Charles, La. Simpsonville, S.C. Epernon, France 
Baltimore, Md. Iowa Park, Tex. Selestat, France 


Valleyfield, Quebec 
Chattanooga, Tenn. 


Hamburg, Germany 
Milan, Italy 
Barcelona, Spain 


Construction Products 
HQ: Cambridge, Mass. 
Dewey & Almy Chemical Mines: Libby, Mont. 
HQ: Lexington, Mass. Enoree, S.C. European Technical 
Plants: San Leandro, Calif. Plant: Chicago, II]. HQ: St.-Cloud, France 
Montreal, Quebec Polyfibron Plants: Slough, England 
Atlanta, Ga. 3 Steinbach, France 

HQ: Lexington, Mass. . 
Canton, Mass. Fieri can ern rere Heidelberg, Germany 
Woodbury, N.J. ; ; gaa Bollate, Italy 


Acton, Mass. 
Organic Chemicals Adams, Mass. Pacific-Interamerican 
HQ: Lexington, Mass. De Pere, Wis. HQ: New York, N.Y. 
Plants: Owensboro, Ky. : Plants: Quilmes, Argentina 
European Chemicals : 
Acton, Mass. ; ‘ Melbourne, Australia 
: HQ: Lausanne, Switzerland ; 
Cambridge, Mass. PAS ac EMe an Sao Paulo, Brazil 
Nashua, N.H. ‘ Lani Tokyo, Japan 


Worms, Germany 


Waterloo, N. Y. Helsingborg, Sweden 


Mexico City, Mexico 
Porirua, New Zealand 


Valencia, Venezuela 


Research and Development Research and Development 

Expenses 1980 Grace engages in an active research and development program directed toward the improvement 
and development of new uses for existing products and processes, the development of new 
products compatible with existing businesses and the development of products and processes for 
new investment opportunities. Industrial research is carried out by divisional laboratories and by 
the corporate Research Division whose central laboratory is located in Columbia, Maryland. The 
following table shows the distribution of research and development expenses by strategic objec- 
tive for the period of 1976-1980: 


($ millions) New Products 
Existing Compatible | New Business Basic Research 
Products & with Existing & Investment Technical Divested 

Year Processes Businesses Opportunities Information Units Total 
IR Ler Sle $ 7.0 $2.9 $ .6 $2.4 $28.1 
191 Toe Lie 10.3 ay) 9 2.4 a, 
197 San li) 3) 15.0 4.1 ef, Zag oes 
OO ares 19.0 16.9 4.2 ez eat 42.4 
L980 cain 20.4 16.7 Dal ph A il 45.0 


Of the $45.0 million spent in 1980, approximately 92% was for Specialty Chemicals and 
Chemed. In 1981, Grace estimates that research expenditures will amount to about $54 million. 


Bi 


Chemed Earnings Per Share* Financial and Statistical Review Chemed Corporation 
Dividends Per Share : Ea es Fete ek oe ae a. i ei eV eG SR = RS 


Chemed Corporation, an 84%-owned subsidiary of the Company, is a specialty chemical com- 
pany with interests in the health care field. Sales recorded by Chemed in 1980 reached $365.6 
million, up 13% from the $323.6 million reported in 1979. Net income also increased 13%, from 
$26.0 million in 1979 to $29.3 million in 1980. Per share earnings in 1980 increased 10% to $3.00. 
The average number of Chemed shares outstanding increased 2% from 9.5 million to 9.7 million 
largely due to the acquisition of Roto-Rooter Corporation. 


Chemed’s operations are principally in four business segments. The largest contributor, 44% of 
Chemed’s total pretax operating profits in 1980, was water, waste treatment and air pollution 
control products and services. Chemed’s water treatment chemicals are used primarily for main- 
tenance and production purposes to treat boilers, cooling towers and air conditioning systems. 

It also produces chemicals for municipal and industrial waste treatment systems along with con- 

= — sulting engineering design services for the construction of waste treatment facilities, chemicals 
1979 1980 to increase energy output of fossil fuels and chemicals to remove pollutants generated by large 
coal-fired boilers. Also included in this segment is Roto-Rooter, Chemed’s sewer, drain and pipe 
cleaning service. 


1976 1977 1978 
Earnings Per Share 
5-year average annual growth rate = 16.1% 
Dividends Per Share Providing 28% of Chemed’s 1980 operating profits is its specialty industrial chemicals busi- 
5-year average annual growth rate=24.7% soy: : : : ; : 
ness. This line of business comprises the manufacture and marketing of a broad line of cleaning 
and maintenance compounds, sanitation chemicals, paint strippers, cutting fluids, laundry prod- 
ucts and specialized lubricants for a wide variety of industries including the transportation, food 
and beverage processing and manufacturing industries. 


*From continuing operations 
** Current annual dividend rate $2.28 per share. 


Sales from Continuing Operations 


($ millions) Chemed’s health care products and services accounted for 15% of total operating profits. This 
segment provides specialty chemical products specifically designed for the health care industry 
including environmental germicides, germicidal detergents and skin cleansers for use in hospi- 
tals and clinics. Chemed also manufactures and distributes disposable medical, dental and 
veterinary products and markets pharmaceuticals to doctors, dentists and veterinarians. Respira- 
tory therapy services, anesthesia and other specialized medical equipment and oxygen generat- 
ing equipment are also provided to health care institutions and private patients. 


Generating 13% of Chemed’s 1980 operating profit was its specialty institutional food service 
chemicals business. Chemed produces detergents, rinse additives and other products for mechan- 
ical and manual dishwashing and kitchen maintenance for use by institutional customers such as 
hotels, restaurants, hospitals and schools. 


Sales and operating profit statistics for Chemed’s operations by segment are shown below: 


($ millions) 1980 1979 1978 1977 1976 
1976 1977 1978 1979 1980 Sales from Continuing Operations* 

5-year average annual growth rate =13.4% Water, waste treatment and 
air pollution’ control.n ee) erase DL 1LO2S ee $044) Sees $ 68.1 $ 61.0 
Income from Continuing Operations Specialty industrial chemicals...... 107.2 101.8 89.5 80.9 70.7 
($ millions) Health care products and services... 81.3 68.5 60.2 51.9 44.8 
Institutional food service chemicals . 66.8 58.9 Soul 49.9 44.8 
Totals rian hui sew genet eels: $365,0m5 $3230 meme SOS405 $250.8 22153 


Pretax Operating Profits from 
Continuing Operations* 
Water, waste treatment and 


air pollution controlaas..... 2k e221 $ 19.8 $ 17.4 $14.7 ~ (S51226 
Specialty industrial chemicals...... 14.0 1555 13.8 12.0 10.6 
Health care products and services... ae 6.1 5:3 4.5 4.5 
Institutional food service chemicals . One TEM 9.1 8.0 7.4 
TOtal steer stenk hac eaane, $ 49.6 $ 48.5 $ 45.8 $39.2 eek es 


“Data are shown on a continuing operations basis, i.e., excluding Figi’s and Medical Diagnostic Services sold in 1978. 


Chemed’s capital stock is traded Over-the-Counter under the symbol CMED. Copies of its 
1980 Annual Report and Form 10-K are available by writing: Cheryl D. Hodges, Director of 


1976 1977 1978 1979 1980 
5-year average annual growth rate =17.5% Investor Relations, Chemed Corporation, 1200 DuBois Tower, Cincinnati, Ohio 45202. 
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1980 Rated Annual Capacities'’’ 


Key Plant Locations 


Financial and Statistical Review 


Agricultural Chemicals 


Sales 
($ millions) 1980 1979 % Change 
Fertilizer $588 $480 22.5% 
Production and marketing (includes phosphate 
rock mining and upgrading to phosphate-based 
fertilizers; ammonia production and upgrading 
to nitrogen-based fertilizers; mixed,blended 
and fluid fertilizers) 
Feed 146 141 se) 
Production and marketing (includes Farr Better 
Feeds specializing in cattle feed and Walnut 
Grove specializing in hog feed) 
Animal Husbandry 33 Ade 3220 
American Breeders Service artificial 
insemination of dairy and beef cattle 
Total $767 $646 18.7% 
(Product tons, except as noted) 
Nitrogen Phosphates 
Ammonia 1,101,000 Phosphate rock 4,600,000 
Urea 465,000 Phosphoric acid (100% P,O;) 460,000 
Nitrogen solutions 330,000 Concentrated phosphates 1,150,000 
Ammonium nitrate 120,000 ; d re 
a Merchandise 90.000 Mixed/Blended/Fluid Fertilizers 1,445,000 


Phosphate Rock Reserves 
Technologically mineable 


311,700,000” 


Phosphate Rock Production 
Current annual rate 
Years of production 


4,350,000 
40+ 


Ammonia 

Memphis, Tennessee 
Woodward, Oklahoma 
Trinidad & Tobago, W. I. 


Urea 
Memphis, Tennessee 
Trinidad & Tobago, W. I. 


Nitrogen Solutions 
Wilmington, North Carolina 
Woodward, Oklahoma 


Ammonium Nitrate 
Wilmington, North Carolina 


Phosphoric Acid & Concentrated Phosphates 


Bartow, Florida 


Phosphate Rock 
Polk County (Bartow), Florida 


Mixed/Blended Fertilizers 
Joplin, Missouri 

Henry, Illinois 

Columbus, Ohio 

Wilmington, North Carolina 
New Albany, Indiana 

San Juan /Guanica, Puerto Rico 


Feed & Feed Supplements 
Hereford, Texas 

Guymon, Oklahoma 
Garden City, Kansas 
Atlantic, lowa 

Cherokee, Iowa 

West Liberty, lowa 


Animal Husbandry 
DeForest, Wisconsin 
Wellington, Colorado 


‘)) The production capacities shown do not necessarily represent actual operating capacities, since some facilities are 


designed to produce two or more types of products which cannot both be produced at the same time. Data shown reflect 
only Grace share of several partnerships in which Grace owns 50% or less. 


‘2) Includes Bonny Lake, Hooker’s Prairie, Manatee North and South and AgChem share of Four Corners as of 


December 31, 1980. Including the full effect of the contribution of Four Corners reserves to the Four Corners 
partnership would reduce the technologically mineable reserves to 273 million tons. 
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Estimated Future Net Revenues 


(Unaudited) 


Present Value of Estimated Future 
Net Revenues— (Unaudited) 


Changes in Present Value of Estimated 
Future Net Revenues from Proved 
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Oil and Gas Reserves 


(Unaudited) 


Financial and Statistical Review Natural Resources 


($ millions) United States Canada Libya 
Proved Developed and Undeveloped Reserves: 
LOST Se ter ee ne eae ete ce ee NS sz $ 104.8 ory Se. 
1982 ee ee Ae eo aege ee Oem [5621 39 =ie).f/ 
1983 haere ace ae cae ened Ue Chg ag Eee 149.2 258) ale fi 
RemainderSscreeancr tree icon rama cet 895.8 18.7 Tose 
Total sate cc rea inact atte? Sie ter Wee etek sour Coke ae accu te alee gees) 5. $1530529 $29.8 $920.3 
Proved Developed Reserves: 
JOST Ree Pre eee eter, ae eae eee S 1392 $9356 b aero ne 
[O82 eee tee ee ee 136.2 3.6 S537 
1983 eee eae ee eS ee” omen ee 126.6 Sel SD, 
Remainder ett rcetey ore ee tais oa ra cee ey a acre tee 688.3 18.0 (eee 
Total Sees eee tt cane eee testi ee na een $1,088 .3 $28.5 $920.3 
($ millions) United States Canada Libya 
Proved Developed and Undeveloped Reserves: 
At. Décember/31s1978) seme eee eee ae es $372.0 $14.9 $146.1 
At December:3151979 Giana ae ee ee 610.2 LOST, 456.1 
ACDecember3l $930: 20ers ee ee ree eu 706.5 17.4 402.7 
Proved Developed Reserves: 
At December 31519782 ae sace sce ne ee eee eee $310.2 $13.6 $146.1 
At December 3121979057 sis oc. kre eee 485.3 10.4 456.1 
AtDecembersle 1980555 ane PPE cy Pee Oa 615.6 16.6 402.7 


The future net revenues and present value of future net revenues in the foregoing tables, 
presented to comply with rules of the Securities and Exchange Commission (SEC), are based on 
estimated future production of oil, gas, natural gas liquids and sulfur from reserves valued at 
current prices less estimated future expenditures at current costs. The present value computation 
is based on a10% interest rate with no deduction for taxes on income. 


($ millions) 1980 1979 
Increases: 
Additions and revisions net of estimated future 
development and produchomcostSi aerial een atte S$, 6029) 3) 61616 
Furchasesioncesenves-in- pl acc armaaa eran maar sere zs 29.6 
Expenditures that reduced estimated future 
CeVElOpMENt:-COStS aa. ekraee ket 1 5c eh ce 66.3 48.2 
Total Imereases <2 cay cawarticia: tos cena ee ER fhe eae aac 238.5 694.4 
Decreases: 
Sales OL oll/and gas net OL Prod Uction,cOSiS meme ware en ern mien eee US ie2 142.1 


Sales‘of réserves-in-place:a tae ee ee ee ee 9) 8.3 
Lota DECteaSES yaar yore EAE Sorte cree tree aad hs tt A or a eae 188.9 150.4 


INGGiIncrease in present value see amine te ce a tee 49.6 544.0 
Beginning ot veal present valu cuer-5 capers ae oe OPO 333.0 


Bndol year present valuewe so. Geena ee Ce ee $1,126.6 $1,077.0 


Grace believes that the following factors should be taken into account in reviewing the above 
information: (1) future costs and selling prices will probaby exceed those required to be used in 
these calculations; (2) due to future market conditions and governmental regulation, the actual 
rate of production achieved in future years may vary significantly from the rate of production 
assumed in the calculations; and (3) selection of al0% discount rate is arbitrary and may not be 
reasonable as a measure of the relative risk inherent in realizing future net oil and gas revenues. 


Reserve Recognition Accounting 


Summary of Oil and Gas Producing 
Activities on the Basis of Reserve 
Recognition Accounting 
(Unaudited) 


Financial and Statistical Review Natural Resources 


The following information is also presented to comply with SEC rules. Under reserve 
recognition accounting (RRA), changes in assumed valuations of proved reserves are recognized 
in income in the year in which they occur, and costs of exploration, development and production 
are expensed currently except for significant exploratory drilling and development costs deferred 
pending determination of proved reserves. Both current year income taxes and income taxes 
associated with the change in reserve valuation are charged against RRA income. The valuation 
of reserves is an arbitrary present value calculation based on proved reserves, current market 
prices, current costs, pretax cash flow and a10% discount factor. Grace does not believe that 
RRA reporting is indicative of the current worth or future performance of its oil operations and 
cautions users against relying on such information. 


($ millions) 1980 1979 
Additions and Revisions to Estimated Proved Oil and Gas 

Reserves: : 
Additions to estimated proved reserves, net of estimated future 

development. and productioniCostsmacer eno. 4 cae ne eee $ 45.0 $ 54.3 
Revisions to estimates of proved reserves added in prior years: 

Changes in net prices, including windfall profit taxes of $1167 in1980.. (19.9) 435.0 

One Taeee Sc Pome ce ge See mee iter, es oe oe (71.9) 74.0 
PACCTEUOI OF GISCOUNL Mays 0) ee ynen ev ice eae Peete «5 nse: Se LO7e7 SES) 

Subtotal eras yee ek re Re oh ay Sree bs eee aye 60.9 616.6 

Evaluated acquisition, exploration and development costs, including 

sWeeh oe Wie aves (LICH eek Snap ett Re Rvin oe Pian tenn pose gen eae eR are ERNST 29.6 17.9 
Additions and revisions to proved reserves over evaluated costs ........ my es) sides i! 
ProvislOnstOr dic OMe aXeSal. Maeno a iopeis (eS eanste sts eae Pens eee ae eee 430.3 
Results of oil and gas producing activities on the basis of reserve 

FECOOMIC OMACCOUN TIS aesces WANE aim wt 0 8a. Shad han nc ee $ (4.0) $ 168.4 


“Other” revisions to estimates include: (1) changes in estimated quantities of proved reserves; 
(2) changes in the estimated timing of producing the proved reserves; and (3) changes in 
estimated development costs to bring proved undeveloped reserves into production. 


The pretax profit contribution reflected in the consolidated financial statements for oil and gas 
producing activities was $119.0 and $84.5 for 1980 and 1979, respectively. 


Aggregate property acquisition costs and costs of uncompleted exploratory wells that have 
been deferred pending determination of proved reserves, together with related amortization, 
follow: 


1980 1979 

Deferred COSts wer ee nuh oa eee ach ae eee ae ne eer el Sas2e9 S263 
ANCCUIMU ATE Ceat OLUIZA LTO meee enema mete tne enema ene eee (6.0) (4.5) 
Total aeeiaera at ae ene een euatpean hereto ani Me Bhotbrny stn, Ue ete tear Se $ 26.9 SPAR 


Provision for amortization amounted to $2.9 and $2.8 in 1980 and 1979, respectively. 


4] 


Financial and Statistical Review Natural Resources 


Oil and Gas (Unaudited) 

The 1980, 1979 and 1978 estimated proved reserves of oil (including condensate, natural gas liquids and sulfur) and gas, estimated proved 
and probable oil equivalent reserves, average daily production and number of producing wells and acreage are shown below. The 
changes in reserves during the years described below were all in the ordinary course of business and were not otherwise significant. Oil 
and gas reserves cannot be measured exactly, and the following estimates are subject to future revision. 


United States Canadas aye 
1980 1979 1978 1980 1979 1978 1980 1979 1978 
Oil (000 Bbis.) 
Proved developed and 
undeveloped reserves: 
January 10.7 Ga no ieee eee A Ginbey “Sp Wibie, Syl A0re 103 191 121 27,002 295213 3 S53 
Revisions of previous estimates ...... 8,834 2,415 (432) (le) (57) 719 — _ _ 
Improved recovery. 2202s 30 817 — — _— _ — — _ 
Purchases of minerals-in-place....... 4,934 5,851 1,893 — = aa = = — 
Extensions, discoveries, etc. ......... 841 6,699 389 — — — _ _ — 
Production ts... Rsk eee (4,193) (3,886) (4,003) (14) (31) (9)F 7 (1,629) 5.27211) (3340) 
Sales of minerals-in-place........... (23m (ied G) (20) — — — a _ — 
December 3] Auec-acGuaemeds eee 56717 60845;5953" 935,033 72 103 191 D313 lo 2 eee ore US. 
Proved developed reserves: 
Janiviary bo gehen sts ok ee meee ee SiO ee 25201 LOS 103 104 121 21,002 2925213 ao 
Deceniber' 3h Sears ene oy 41,987 37,381 28,201 az 103 104" 92573739 2272002929213 
Gas (MMCF) Teeter fl. Sh! 
Proved developed and 
undeveloped reserves: 

JanGary | oats. ee 297,267 284,021 284,844 15,819 26,345 21,788 _ - — 
Revisions of previous estimates ...... 4,547 14,199 11,354 692 (4,689) 5,340 — — _ 
Improved TECOVELy a cariar ec ae —- _ = = = 2 = ie = 
Purchases of minerals-in-place....... 36,656 20,574 12,284 = = = = = = 
Extensions, discoveries, etc. ......... 37,003 14,385 4,410 1,869 393 268 _— _ _ 
Productionn 2322200 See ee GIL24TY (625332). (28,725) eee 4) = (1-051) ~ — — 
Sales of minerals-in-place........... (2,646) (3,580) (146) (151) (5,066) _ = — an 
December see eee eee 335,580 297,267 284,021 17017 1S5819" 265345 _ _ _ 
Proved developed reserves: = a a a 
Janttary 1 AGeeke See ee ere, © 255,552 244,180 245,153 14,946 23,296 19,214 — — — 
December 3] seta eee 291,990 255,552 244,180 16,493 14,946 23,296  -— 


Estimated reserve position—proved and 
probable oil and oil equivalent 
barrels at December 31 (000 Bbls.) 


G.2MCF gas) BOL) a bos vs 24 Oe 123,807 115,864 102,965 3,006 2,836 4,735 25,373 2002 eo 
Average daily production of oil and oil 
equivalent barrels (000 Bbis.)........ 29.0 2.9 24.5 0.6 Os 0.6 4.5 6.1 6.4 


Oil and gas wells and acreage: 
Net producing wells— 


OUT ce oan ge trie Rare 14 seg ee ieee 12135 1,269 1,290 3 2 6 6 6 5 

SAS oe tectiee gf pies «tea ay ane ees ala 303 301 284 1) 13 13 - — _ 
Leiba 2 atesnre a ca cee Rot cetera 1,606 15570 1,574 15 15 19 6 6 5 
Producing acreage— 

Gross (avres)'me atte occ see eee 448,655 507,444 514,477 51,566 28,079 40,480 25,464 25,464 25,464 

INGt (acres); ue nwa cud ted pee 151,764 211,858 185,930 13,124 6,094 8,800 3,057 3,057 SUD. 
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W. R. Grace & Co. Natural Resources: In oil and natural gas, 
Grace has 1,621 net producing wells and 117 
million barrels of proved oil equivalent 
reserves in the U.S. and Canada. Contract 
drilling operations are concentrated in the 
Rocky Mountains, Oklahoma, Louisiana and 
Arkansas. Oil field services are furnished 
from 32 locations in the U.S. 

In coal, Grace partnerships had, at year- 
end 1980, 340 million tons of low-sulfur 
reserves in Colorado and eastern states. Phos- 
phate rock reserves in central Florida total 
nearly 312 million tons. The main deposit 
of vermiculite ore is located in Montana. 


CAUFORK] : 
A 


Oil and Gas Producing Areas 


Storage and Transmission Facilities - 


Oil Field Services and Equipment Grace has additional resource-related 
operations in Canada, the North Sea region, 
Contract Drilling— Areas of Concentration Libya and Singapore. 


Work-Over Rigs— Area of Concentration 
Coal Reserves | 
Phosphate Rock Reserves 
Vermiculite Ore Reserves 


Major Geologic Provinces 
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Specialty Retailing and Restaurant—A Five-Year History 


Specialty Retailing'” Restaurant” 
Jewelry and 
Home Leisure Sporting Coffee Dinner- Fast 

Centers _ Apparel Goods Total Shops houses Food 
Sales (§ millions) 
197 6G ae as See ee ee $260 $ 76 $139 $ 475 $ 59 $124 $ — 
1977 Bae ae oye yee 6 ate ee tee 318 92 169 579 74 147 — 
WOT B.S oe Shhedd a Seay eee a ee ee 409 108 197 714 101 180 1 
1979 Pc. Rin Og ceca eee 625 120 229 974 139 226 22 
1980 Con A hg eee eee aie eee 707 139 274 12120 179 298 48 
Average Annual Growth Rate ..... 28.4% 16.3% 18.5% 23.9% 32.0% 24.5% 592.8% 
Number of Units— Year-End 
17 GS is bad 5 Nos Sa eae oe 112 179 84 See) 92 We) _ 
LOTT a Moe ae ee ae 129 185 oF 411 11S 134 _ 
1978 a. eS hae he Aen Rn LS 189 13 477 148 148 pe| 
1979 2 vec. aoe ae COT ae 233 197 142 By: 190 179 151 
1980 sik S tap lee MER eee oe 254 204 155 613 219 224 igs 
Average Annual Growth Rate ..... PAO 3.3% 16.6% 131%, 24.2% 18.1% 187.0% 


(1) Data are shown as if the acquired businesses were owned by Grace over the entire five-year period. Actual acquisition dates for units 
acquired after January |, 1976 were as follows: Handy City — December 1976, Channel —February 1977, Orchard Supply —January 1979, 
Handy Dan—March 1979 and Cashway — July 1980 (Home Centers); Sheplers — April 1976, Diana — March 1979 and Bermans — April 
1979 (Leisure Apparel). J. B. Robinson Jewelers —September 1979 (Jewelry and Sporting Goods); Data for certain Home Center 
businesses have not been restated prior to 1979. 


(2) Data are shown as if the acquired businesses were owned by Grace over the entire five-year period. Actual acquisition dates for units 
acquired after January 1, 1976 were as follows: jojos —January 1980 (Coffee Shops); El Torito-La Fiesta —December 1976 and 
Gilbert/Robinson—November 1978 (Dinnerhouses); Del Taco —start-up in October 1977 (Fast Food). 


Restaurants 


219 Coffee Shops 

224 Dinnerhouses 

173 Fast Food 

616 Total Number of Units 
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Total 


$183 
pan 
282 
387 
325 


30.1% 


207 
249 
Si 
520 
616 


31.3% 


12 
85 
46 
100 
11 


254 


63 
92 


Herman’s World of Sporting Goods 


155 


Home Centers 


Cashway/Allwoods 
Channel 

Handy City 

Handy Dan/Angels 
Orchard 


Total Number of Units 


Leisure Apparel 
Bermans The Leather Experts 


Diana (Includes 11 shops in Puerto Rico) 
Sheplers 


Total Number of Units 


Jewelry and Sporting Goods 


J. B. Robinson Jewelers 


Total Number of Units 
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Financial Data Adjusted for the Effects of Changing Prices (Unaudited) 


The Financial Accounting Standards Board, requires that certain large publicly held companies 
disclose as supplementary information the impact of inflation on their businesses, using two 
fundamentally different methods for calculating net income, constant dollar and current cost 
accounting. 


The constant dollar method adjusts traditional historic cost results for changes in the purchas- 
ing power of the dollar as measured by the United States Consumer Price Index for all Urban 
Consumers (““CPI-U”). Under the current cost method, results are restated for changes in 
specific prices applicable to the company’s businesses. Only inventories, properties and equip- 
ment, cost of sales and depreciation, depletion and lease amortization expenses are required to 
be adjusted for the effects of general inflation and specific price changes. Other items of revenue 
and expense are assumed to have occurred proportionately throughout the year in relation to 
changing prices and, as such, are considered to be stated in average 1980 dollars. For purposes of 
comparability, the adjusted amounts for 1979 under both methods have been converted to average 
1980 dollars as measured by the movement in the CPI-U. 


The adjustment of inventories and properties and equipment to 1980 constant dollars resulted 
in increases in cost of goods sold of $26.0 million and depreciation, depletion and lease 
amortization of $95.3 million, and thereby decreased the net income of $283.8 million as 
reported in the primary statements to $162.5 million. Net income, when adjusted for changes in 
specific prices (current costs), decreased $137.4 million from net income of $283.8 million 
reported in the primary statements to $146.4 million on a restated basis. This reduction is 
attributable to the restatement of asset values, particularly Grace’s holdings in natural resources, 
reflecting the increase in the cost to acquire such assets at current prices; the portion of 
depreciation, depletion and lease amortization and, to a lesser degree, cost of goods sold related 
to the revaluation of assets is charged to net income. The sum of these adjustments result in the 
restatement of shareholders’ equity—the investment base. 


During periods of inflation, monetary assets such as cash and receivables lose value in terms 
of purchasing power because they will buy less in the future than in the present. On the other 
hand, monetary liabilities such as borrowed funds diminish in cost because they are liquidated 
with cash having less purchasing power than at the time the liabilities were incurred. Grace 
had unrealized gains of $148.9 million in 1980 ($121.6 million in 1979) from declines in purchas- 
ing power due to its net monetary liability position. As required, these gains have not been 
included in the determination of adjusted net income under either the constant dollar or current 
cost method. Additionally the holding gain of $361.9 million (1979—$401.4 million) reflecting 
the increase in asset values of inventories and property and equipment is shown separately and 
has not been included in adjusted net income. 


Grace's effective tax rate is dramatically higher when the impact of inflation on 1980 earnings 
is considered, 56% under the constant dollar method and 59% under the current cost method 
(1979—63% and 72%). While the restated earnings presentations include higher costs, these 
costs have not been adjusted for income taxes because existing tax laws have not been revised to 
reflect the effects that inflation has on businesses or to permit companies to receive tax benefits 
that are adequate to maintain or replace productive capacity in view of the spiraling costs 
resulting from continued inflation. Under the existing tax structure, inflation results in a greater 
portion of pretax income being paid to government with the resulting effect of not only limiting 
the amount of earnings available for reinvestment in the business but also the amounts available 
for distribution to shareholders. 


It should be recognized that the measurements applied in these restatements represent only 
approximations, and the techniques and measurement bases may undergo changes over time. 
The restated information also makes no allowance for the customary relationship between 
cost increases and changes in selling prices. Over the years, Grace’s major lines of business have 
demonstrated an ability to maintain profit margins and, competitive conditions permitting, 
Grace sees no reason why these businesses will not be able to continue to modify selling prices 
to maintain margins and profitability. Finally, we believe the use of financial information 
adjusted for general inflation in the United States can result in distortions when analyzing a 
company such as Grace that has significant operations located in foreign countries with rates of 
inflation and relative currency values different from the United States, 


Five Year Summary of Selected Financial Data Adjusted for the Effects of General Inflation (Unaudited) 


Years Ended December 31, 
palemand GtherInCOnse (Ss railions) «22%. pwuvever emer ewe ees cee vane one 
Casmedivicends declared per. common shate te. . 0.5..65.0042 0404 )e00 5. 
Market price per'commonishate at year-endinace so a.cs 2s yd. oles. 
myerage onsumer Pricetodex (1967= 1002 2... ...5..00:2.25.2 6: 


1980 1979 
$6,159** $6,079 
Dea re eh 25 
$59.00** $46.10 

247 Pk IG | 


** As reported for 1980, all other data in this table have been restated in terms of average 1980 dollars based on the Consumer Price Index. 


Statement of Income Adjusted for Changes in Specific Prices (Current Cost) (Unaudited) 


($ millions except per share) 


SalesrandotheninCOMCmennettns 5 cc ok MME NNE 58 2c sdk win an ae a bie 


Gossol eoods:sold andioperating Expenses eh. as. .s.0.02+- 45+ cco: 
Selling, penetaliand admunistrative EXPENSES... cas ae ee cava, oos- 
Depreciation; depletion:and lease amortization . 2... ...2..2225+-.2668 
TMELESUEKPCUSC re I eee 2 nn Oe se eee Pee ee eee 
Researci amt development EXpenSeSemmu, . « ag.cae scum coun he hh eee 
INeMLOrele Mevenanoe (OAiNS) LOSSESEn Ney tals dae Sv he one og ie eo eS 
Net (2amnsielosses on disposal Of DUSINECSSES 24.2 0.2 oie a mats se ae 


IncomebbeforestaNKe Swap wearers also ak p-Raiee tcioa see ec amtheweslee Bm eraols 
I COMECLLAX CS aN ENR Reta Oe Shor: Gr abt ee estes Males Stes 


NewiG lctaS iL eDOLLed ald AS AG JUStEC. 5a \ele s ealcud as ania e Bad x ee Le 
STG LE Ct eee ite UME ds 6506 AON Sue ira so SEE Mos < ae Ga 
Silake mOMcts med UlbyraimVeAal-CNC Acre cee core di iy.ce eis vis nia) ole dele toh & 
Net SVAN Re SCA fe Baro CORO SOC 8 al te OR: Oe A a ee 
Gain from decline in purchasing power of net amount owed ............ 
Pers Lal Cp a en UPS ot fat cies Ais tetcnc odb aetiae ©» 6h tea, Oech om. 4a ea R aa a 


Increase in general price level of inventories and properties and equipment 
held during the year* ($9.55 per share; 1979—$10.14 per share)........ 
Increase in specific prices ($1.78 per share; 1979—$1.33 per share) ....... 


Excess of increase in general price level over increase in specific prices 
($77 per shares 1979—$8,.81.per share) .. 2... meee eee eet s tees 


*At December 31, 1980, current cost of inventories was $927.1 and current cost of properties and equipment, net of accumulated 


As Reported in the 


Primary Statements 


1980 


$6,158.5 


3,962.4 
We S25a2 
204.0 
128.8 
45.0 


(1122) 
(We) 


5,666. 1 


492.4 


208.6 
$ 283.8 
$ 6.08 
$1,796.1 
§_ 38.56 


1978 1977 1976 
$5,707 wee Ne $5.07 
a Dats! abe eee $ 2.46 
$32578 $36.64 $4225 

195 182 iby] 

Restated in 1980 Dollars 

1980 1979 
$6,158.5 $6,079.3 
3,981.6 4,026.7 
Ig3Qa 1,267.0 

B22 BS LGal 

128.8 12 1e4 

45.0 Syed 8) 

(Gli 6.0 

13.9 (14.5) 
5,803.5 5,774.4 

355.0 304.9 

208.6 22,120 
$ 146.4 Sess 

$ BAS $ 1.84 

$ 2,844.7 $2-95leg 

$ 61.07 $ 64.83 

$ 148.9 Se IQI6 

Bl S$ 2:67 

yh a9 Sea Gles 

82.8 60.4 
$ 361.9 $ 401.4 


depreciation was $3,241.8. The current cost of properties and equipment includes unprocessed natural resources and for 1979 has been 


restated in accordance with Statement of Financial Accounting Standards No. 39, ‘‘Financial Reporting and Changing Prices: 


Specialized Assets— Mining and Oil and Gas”. 
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Statement of Income Adjusted for General Inflation (Constant Dollars) (Unaudited) 
($ millions except per share) 


As Reported in the 
Primary Statements Restated in 1980 Dollars 

1980 1980 1979 

Sales‘and other income ......... 00ers $6, 158.5 $6,158.5 $6,079.3 
Cost of goods sold and operating expenses aaa eee ee 3,962.4 3,988.4 4,041.2 
Selling, general and administrative expenses@ 2 en ee ee 1332352 L323. 1,267.0 
Depreciation, depletion and lease amortization ......:............... 204.0 2995 Zoe 
Interest EXPENSE. ..% 4.5.4 Ss ta aac mee oe eee Re cae eats © tenes oe 128.8 128.8 1213) 
Research and development expenses 32 s-rasrieeeet- a ee ee eee 45.0 45.0 52.0 
Net foreign exchange (gains) losses: 27. <2 jaan ee aie yee Gul) (UL 2 6.0 
Net (gains) losses on disposal of businesses aera een 13.9 13.9 (14.5) 
5,666.1 5,787.4 5773035 

Income before taxes... 4. 64st. ¢ seq 2 AG ee Ree ete eee eee 492.4 By den 349.0 
Income taxes e554 sien b's oc )e 00 byw be iain eee eee eed ae 20820: AY) e220 
Net incomeas reported.and as adjusted: sere sneer eee ee $ 283.8 S) 162.5 $0128:0 
Perisharé 2c sx AM cas 9 ies ake ek eee $ 6.08 S47. $ 2.80 
Shareholders” equity‘at year-end | 3... ..05 eee res ee eee $1,796.1 $2,580.8 $2,469.4 
Per SHAPE. sass °y 5 dhs 3: Rae et RG) cata Se eR NR a $ 38.56 SLs | $ 54.24 


Selected Natural Resources Statistics— Minerals 


The 1980 and 1979 estimated proved and probable mineral reserves, minerals produced and average market prices are shown below 
in accordance with the standards set forth in Statement of Financial Accounting Standards No. 39, “Financial Reporting and Changing 
Prices: Specialized Assets— Mining and Oil and Gas”. 


Consolidated Companies Affiliated Companies"! 

December 31, 1980 1979 1980 1979 
Proved and probable reserves (tons in thousands): 
Phosphate t0CK-.,. tapers testes = 6.2. Ge ee On a Oe ee 298,738 3023730 12,996 — 
61 et os Sn goth ce Re MR ME Be CO, Bet. = — 160,751 1195399 
Vernmreulite: ! 2.0) (AWAte mote. 5. do ee eae ae er ee we ie eke a 55,580 55,904 _ a 
Produced (tons in thousands): 
PRospiiate tocka) sipittacdnce ets: ic ccc acai et eae RO eae ae 4,350 35039 — = 
Ore tens Zee noe cnn ee li oy st ht / eg aan a a ee 7 = 2,016 1,041 
VETIICUILC§ 5: 1. ah Sen Me MR ITs oe. Aan A cee Sars eee nee hg ee eee 324 523 — = 
Average market price per ton: 
PUOSPIALE SOCK so tren, atte an eiikos > hohe. OMEN a ne Sue 22721 $ 19.90 _ _ 
eae 5 5) idole ken tehyage 3 Vee J ye ane Die ca eco ae — = $ 21.09 Sa 16.67 
VELTICULILOR cis; nh Rr enelN As tre tami a, heim, rank ARC oe et eae a $28 72:00 $ 64.00 = — 


(1) Grace's share of the mineral reserves of 472% to 50% owned affiliated companies. 


‘2) Includes 56,367,000 tons purchased during 1980. Underground reserves of 37 million tons (1979-50 million tons) are excluded for cost amortization purposes because no 
costs have been incurred for the development of an underground mine. 
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W.R. Grace & Co. and Subsidiary Companies Summary of Significant Accounting and Financial Reporting Policies 


The accounting and financial reporting policies of W. R. Grace & Co. and subsidiary companies 
(“Grace”) conform to generally accepted accounting principles and reflect practices common 
in their various businesses. 


Principles of Consolidation The consolidated financial statements include the accounts of W. R. Grace & Co. (“Company”) 
and all majority owned subsidiary companies. Investments in affiliated companies are carried at 
cost adjusted for subsequent changes in equity. 


Inventories Inventories are stated at the lower of cost or market. Due to the diversified nature of Grace’s 
operations, several methods of determining cost are used, including first-in, first-out, average, 
retail and, for substantially all chemical inventories in the United States, last-in, first-out. Market 
value for raw and packaging materials is based on current costs and, for other inventory 
classifications, on net realizable value. 


Properties and Equipment _ Depreciation of properties and equipment, including those operated under capitalized leases, is 
and Related Depreciation —_ generally computed using the straight line method over the estimated useful lives of assets. 
Grace uses the successful efforts method of accounting for its oil and gas operations. Depletion 
of natural resource properties is determined using the unit of production method. Interest 
incurred during the construction period for certain properties and equipment is capitalized and 
amortized, generally on a straight line basis, over the lives of the assets. 


Development Expenses Costs associated with the development of businesses, including promotion, market research, 
preoperating and store preopening expenses, are charged to income as incurred. 


Earnings Per Share __ Earnings per share are computed on the basis of the weighted average number of common shares 
outstanding. Earnings per share assuming full dilution are computed based on the assumption 
that convertible debt obligations were converted at the beginning of the period. 


Pension Plans Costs of pension plans are actuarially computed principally using the aggregate cost method 


under which all unfunded prior service costs are amortized over the estimated remaining service 
lives of plan participants. 
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W.R. Grace & Co. and Subsidiary Companies 
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Consolidated Statement of Income /n Millions (except per share) 


Years Ended December 31, 1980 1979 1978 

Dales ys crue aie ae See nace aa tne ee eat, | 3 $6,101.3 $5,297.6 $4,474.4 
Dividends, interestand otherinecome = -. 22 ck oe oc: 57.9 41.9 Zoek 
Equity in earnings (losses) of affiliated companies ........ Gay 1.4 9.4 
6,158.5 5,340.9 4,505.9 

Cost of goods sold and operating expenses.............. 3,962.4 3,492.6 3,006.1 
Selling, general and administrative expenses ............ 132322 LTS 880.5 
Depreciation, depletion and lease amortization .......... 204.0 169.5 161.5 
Interestiex pense = were mean ene SOU et aco ds 128.8 106.4 83.6 
Research and developmentiexpenses: = 220. as a aire = 45.0 42.4 SV Pe 
Net toreionvexchan ee (aims) OSSeS) oa) eee a (11.2) DES 13.8 
Net (gains) losses on disposal of businesses............. 13.9 (12.8) (8.0) 
5,666.1 4,917.9 4,174.8 

Income, DelOne taxes ary ene ieee er ae i ra cs 492.4 423.0 331.1 
Inéonne-taxesai tan tea hey: Aas ae ew as es aes ce 2 208.6 194.2 15523 
NetincOme un Geen en ens Oe eee meee ae $> 283.8) ($5228.68 | og tocs 
EAEMEMGS: DEV SM Array rraeget Ee of to. neon ore ees ae tebe $ 6.08 $ 5.01 99$33°597 
Earnings per share assuming full dilution............... $5.91 (S* 41 oo eS weer 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 62, are integral parts of this statement. 


W.R. Grace & Co. and Subsidiary Companies Consolidated Statement of Changes in Financial Position Jn Millions 


Years Ended December 31, 1980 1979 1978 

Source (Use) of Funds 
INCI N COME: Mevtinde Bets tase ee, ee ee $ 283.8 $ 228.8 S 17528 
Add (deduct) items not affecting working capital: 

Depreciation, depletion and amortization............... 23233 190.0 177.0 

Detorredimcome taxeSarw #7 6 7 ene ere Oe een 49.9 10.6 16.7 

Equity in unremitted earnings of affiliated companies ..... (17.2) 3.0 (6.0) 
Net (gains) losses on disposal of businesses............... 13.9 (12.8) (8.0) 

Working capital provided by operations ................ 562.7 419.6 39525 
Workine-capitalatenis( a ates monn eee ee ee ee 39.6 7521) (17222) 
Bookwvale or Properties 0d. annem eee 31.1 22.0 16.2 
Capital expendittres =e... ioe Aca Omni 5 5 See aiee (657.4) (S172) (308.5) 
CAshiGaVvidends te aens Wane wee Mier Wen SE wth ee Oh 2 (101.8) (87.6) (S20) 
Offer transachonss Nets e 4.0m o 5k ere ee eee ee ea (27.1) 9 (10.5) 

Total Before Investment and Financing Activity.......... (152.9) (231.4) (192.5) 
Investment Activity 
Proceeds {rom disposal.or businesses saa rie eee) Soe 31.5 118.5 97.8 
Book value of long tenn investments, Soldsy as, savas... -.- 6.3 125: SJ8) 
Businesses acquired in purchase transactions.............. (58.2) (125.0) 2) 
Investments in and advances to affiliated companies ........ (25.5) (GL) 2a 
Ofheminvestinent transactions. laen alin tanner es (4.1) (5) (25) 

Total Betore Financing Achy iiyare wate hacer os ee (202.9) (231.9) (63.4) 
Financing Activity 
Increase imilong dermidebie seer eeeraeeat nee = oc 321.4 107.7 147.7 
Increase (decrease) inloans payabler era eee ee (93.7) 79.5 69.0 
Reducnontin lene tern debts- a cipec ric en emer serie so: (92.7) (105.9) G27.) 
Stock issued to convert subordinate debentures ............ 22.8 26.2 39.5 
Oller finaicins transactions, Net. «aes ar ieonrn oe ers 12.8 15.4 6.8 


Increase (Decrease) in Cash and Marketable Securities ... $ (32.3) $(109.0) $ 72.1 


‘” Analysis of Working Capital Items 


INGLES Aine! EQUI MACSNAINIIDS 5 oan oc cosoonsbocdbenonsoc CS (UBTAY = SHOOT) 
IIVERTORES Shee Ante ee Or cae anit aie ee ee (39.4) (123.8) Ise) 
ACCOUM(S Dayal Ces ey tran hien. ae aectotions, Solycud trace ay acta 45.3 102.3 42.4 
NAC ORNS TAXESe ates eet A tases Mere ate newt ain aac Reta ec (8.1) 27.6 (.4) 
(@ ids Yes envi en nce im ene reer wee NAPE En uP nh o8 Aa hoe Pe es ge pe rae 51.5 29.4 (7) 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 62, are integral parts of this statement. 
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W.R. Grace & Co. and Subsidiary Companies 


a2 


Assets 


Liabilities 


Shareholders’ Equity 


Consolidated Balance Sheet /n Millions 


December 31, 


Current Assets 


Marketablessecuriticsie ae renter eect iso coterie 
Notes and accounts receivable, less allowances of 


B20. 9 C1919 S255) pee ee er RR een ee REE © fone o's. Sars oe 


AVemCOLICS area ee eee ene oe ea eee Psa ahd cid od a hecheiy 
Othericurrentassetsnes eee i ante cistacanan 


Long-term teceivablesiand Otier assetS sn n)a > een 
Investments in and advances to affiliated companies ........... 
Properti€s anc equipments net.) 5) sey aren yar saa 
Goodwill, less amortization of $11.8 (1979-$10.1) ............. 


Current Liabilities 

Loans payable eyes ae eae a nt ee tee Ieee os ots eee 
ACCOUDIS: payable girs? cree emt ike ater eee tame os ese ee 
INCOMES TAXES GPa, seem Ser ert ne Ere et RMR ete 2. anges 


Long termude bigs 2 -h52 ieee Ronee Peace y beter ica h (ewe an: 
Foreign social law obligations and other 
Honcurrent [taDilies« erate cee ee aren = yore 


1980 


$ 78.6 
46.3 


743.5 
812.5 
38.5 


1,719.4 


254.7 
144.7 
2,162.7 
83.0 


$4,364.5 


$ 228.1 
501.3 
140.6 
265.0 


1,135.0 
jes WRT 


113.4 
1775 
26.8 
2,568.4 
1,796.1 
$4,364.5 


1979 


$ 149.5 
re! 


13d 
769.5 
34.5 


1,698.7 


220.9 
Siz 
1,689.9 
48.1 


$3 ,738.9 


$ 266.4 
448.4 
151.7 
20507, 


10722 
839.8 


86.3 
128.7 
PREIS 
Pape WS) UE 
1,588.7 


$3,738.9 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 62, are integral parts of this statement. 


W. R. Grace & Co. and Subsidiary Companies 


Balance at January 1, 1978, as reported ....................... 


Adjustment for businesses combined in poolings of 


interests transactions in 1980 


Balance at January 1,1978, as restated. ....5.2. 6.250. -ecc¢<- 055 


Net income—1978........+.. 
Davidends paidess ss .sca45 4 


Conversion of subordinate debentures ......................... 


Balance at December 31, 1978 


Net income—1979.......... 
Dividends Patten... enue se. s 


Conversion of subordinate debentures ......................--. 


Net income—1980.......... 
Dividends pattems o..c 4a. + 


Conversion of subordinate debentures ....................-.--- 


Consolidated Statement of Shareholders’ Equity /n Millions 


Years Ended December 31, 1978, 1979 and 1980 


Preferred 
Stocks 


$8.9 


8.9 


Common 


Stock 


$42.6 


45.3 


$47.1 


Paid in 
Capital 


S35337, 


(.8) 


352.9 


$447.1 


Retained 
Earnings 


$2857.29 


6.0 
863.9 


Total 
$1,263.1 


6.5 
1,269.6 


175.8 
(73.0) 
a0 
4.1 
1,416.0 


228.8 
(87.6) 
26.2 
5.3 
1,588.7 


283.8 
(101.8) 

22.8 

2.6 

$1,796.1 


The Summary, page 49, and Notes to Financial Statements, pages 54 to 62, are integral parts of this statement. 
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R. Grace & Co. and Subsidiary Companies 


Note 1— Marketable Securities 


Note 2—Notes and 
Accounts Receivable 


Note 3—Inventories 


Note 4— Long Term Receivables 
and Other Assets 


Note 5—Investments in and 
Advances to Affiliated Companies 


Notes to Financial Statements (dollar amounts in millions except per share) 


(The financial statements for 1979 and 1978 have been reclassified, and restated for poolings 
of interests.) 


Current marketable securities are carried at cost which approximates market. 


Notes and accounts receivable consist of: 


1980 1979 
Inadeslessrallowances ots 19 1IN(1979—S$ 15:8) ee le eee $687.9 $652.3 
Otherless allowances of 96.81019.79—S10) 0) emer voce nen ene 55.6 85.2 


Inventories consist of: 


1980 1979 
Ravyiand packacing materialsar. a. soe Aare se cia eee eee eee $191.6 $189.0 
Tek PEO CESS PAR fg Roe ret oe tS teh oats AE ee Meier ts ce ee ee 61.6 61.8 
Binishiod PEoducts a, asd cen! scxes sos oud pes ey ara seer are ps 315.4 290.0 
General merchandisGs, fiacis4 ars) eects eas eee tA eee Oe 351.4 308.8 
Real estate development properties 214 ens. - cacao ecto eee ene age! Se) 
9255 855.1 

Less: Adjustment of certain inventories to a 
aston ahirst-out ELE O) Da Sis meee amen tote enn ae ee RES 85.6 
$812. $769.5 


Inventories valued at LIFO cost comprised 25.0% of consolidated inventories before the LIFO 
adjustment at December 31, 1980 and 23.1% at December 31, 1979. 


The inventory amounts used in the computation of cost of goods sold and operating expenses 
were as follows: 


Decembersle 197.7 Gis 5 Ate eter ee ccx ce ohne nO ee $636.7 
DecemberSli1978 Sa rce carers ncce elec enor ot eden Gs ees ke Ce eee 712.8 
December Si 1979 |255.8 cucse es 2 ee Rea he oe Bal eee 769.5 
December 30) 1980... 20 alate ras oir sce aoe Bod 5 ad Ua ee od Si2e5 


Long term receivables and other assets consist of: 


1980 1979 

Long term receivables, less allowances of 
$54 CIS TIA S67) Vi Piet eee ears Una ae Ae carne dee cs Mee AAA ey eet oH kof 
Reahestatedevelopment propertics aia mie a i anal as ie ee 20.0 31.9 
Deferredicharpesy.¢ yar sc Gar ta eee Ree ee ee ene eee 54.0 41.5 
Natural resource tools, supplies and rental equipment................ 6 | 49.1 
Noncunent marketable secumlies =. 3m 5 ete Were tee Sie oo ee re 10.4 
OUNCE Ee ae Aristo ash eee Aa RTE. ee y Ged, Cee LOn fiona Cantey 54.9 503 


Noncurrent marketable equity securities are carried at cost which is $6.4 less than approx- 
imate market at December 31, 1980 (cost approximated market at December 31, 1979). 


Grace has equity interests ranging from 47.5% to 50% in affiliated companies which are 
engaged in the development of coal and phosphate properties and etre g tee phosphoric 


acid and ammonia, and also owns a 49% interest in an ammonia manufacturing company 
in Trinidad. 


W.R. Grace & Co. and Subsidiary Companies 


Note 6—Properties and 
Equipment 


Notes to Financial Statements (dollar amounts in millions except per share) 


In 1980, Grace and International Minerals & Chemical Corporation (“IMC”) formed a part- 
nership to construct facilities to mine certain properties containing phosphate rock reserves. 
Included in Dividends, interest and other income for 1980 is a gain of $16.1 on the contribution of 
phosphate rock to the partnership. Under the partnership agreement, IMC has three options, 
which upon exercise, will result in three additional contributions of phosphate rock by Grace 
during the mine development period. Grace anticipates that the mine will be operating at full 
production by 1983, at which time each partner will receive 50% of production. 


A summary of financial information of affiliated companies is set forth below: 


1980 1979 
PLOtATFASS C (Siem Sree Mame eete Nun AP eee ek Ne ca ee $3213 $545.1 
‘FotaleliabiitieSe asso eee ee 467.7 362.4 
INGIASSEtS ee ere el, a ee ne $353.6 $182.7 
Gracesinvestmentsvand advancess aie ces en ene $144.7 $) 8il33 

1980 1979 1978 
Gtace sequilyimealmings (1OsSes) 4... eens a oie ate Soe) $ 1.4 $ 9.4 
Divadendsirecetved tee =o es eee ee $ a2 $ 4.4 Sea 4 


At December 31, 1980, Grace had guaranteed certain obligations totaling $80.9 (1979-$72.8) 
incurred by affiliated companies. No loss is anticipated under these guarantees. 


Transactions arising between Grace and affiliated companies are within the course of ordinary 
business. 


Properties and equipment consist of: 


1980 1979 
| PEN SVG bay ne gig nh A Marella nd nerd TSE Bi Seabnigs Uae S74 See Oe 0) 
INatiraliresOULCe: DIODCE IC Sa im ya err ae hoes Le en er Ane ee 665.4 459.0 
ES ULICINNS Sie ceeme tet cer eect tA ra eee ee ee 749.8 619.6 
Wlaciinery, <quIpIMent ald Otel: ante. com fo aeee oe oe eee 1,646.1 1,407.3 
PFOJECtSUDGEL CONS UCLION ys. cette 7 et Maine our rea ee eae goed 
ae A 2,701.0 
Accumulated depreciation, depletion and lease amortization ...... (lei le) Cle Oil) 


o, 2. 1O2 ef > 1589-9 


Capitalized leases relate primarily to Restaurant and Specialty Retailing facilities. 
The present value of capitalized lease payments and the future minimum lease payments on 
operating leases are: 


Capitalized Operating 
Leases Leases 
LOR [Rea ne ste ree Cee re ee Sent oe me tena, en ie rts ve 2 $ 25149 $ 70.9 
19RD eee Pros © Se cee Ueto Mrein! Satay es eee Eco Nee re teers 28.2 67.0 
[SRSA ee ee ete ee, Mee ae abe es ere ek eG We ee 28.5 63,9 
1OSAS Oyen ten se ee Gn REPT OM aaa oe aN ae ee eee 26.2 60.3 
[ISS eer en ee raters Se Ree Re: rie cn nee 2525 STM 
Later years. etre 4 Sen ime Vve ee seat ee Lee ON a ay ea eee 383.3 582.6 
Total iiminiusn (ease Day Uieuts eis ck wien akira aioe ees < sia si 520.4 $ 901.8 
DNterestirsed Se veeenen ck nee a en ee ie heed Ok ha, (318.6) ma 
Present value of net minimum lease payments ................ Samer Oe) 


Grace’s total rental expense for operating leases was $85.1 (1979—$69.8; 1978 —$55.5), includ- 
ing $7.8 (1979—$6.9; 1978 —$4.1) of contingent rentals. Sublease rentals were not significant in 
these years. 
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Note 7— Accounting for 
Oil and Gas Producing Operations 
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Notes to Financial Statements (dollar amounts in millions except per share) 


The aggregate amount of capitalized costs and related accumulated depreciation, depletion and 
amortization pertaining to Grace's oil and gas activities are as follows: 


United States Canada Libya Total 
1978 
Proved propertics wartariareee a coer ee $364.8 $ 4.4 Sy oe4 $374.6 
Unproved propercesm. aries ree 17.8 mf 8 133 
Accumulated depreciation, depletion 
AVNGL ANTTOTAAVAIIOIN oon noon bo nooo ce 20%) (ae) Gay) (2556) 
$261.9 hye eee! S722) $268.3 
1979 
Proved propertics many: = seman oor $423.4 $ 4.4 $ 5.4 $433.2 
Unproved properties weer are: 24.5 © 7) 8 25-8 
Accumulated depreciation, depletion 
an Gua OGCiZa tl Of meas ener (134.7) (ES) (3.9) (140.1) 
$313°2 $ 3.4 Sade $318.9 
1980 
Proved propertics gate pees nara. sees <i $613.6 $ 4.8 bie B38) $623.9 
Unproved properties: eee ee ems) 5) 8 32.6 
Accumulated depreciation, depletion 
ANG AMNORMNATOM so acccocovsneoce Gye) (2.0) (3.9) (178.6) 


$472.2 ne eee $ 2.4 $477.9 


Costs incurred in oil and gas producing activities are as shown in the following table: 


United States Canada Libya Total 

Proved property acquisition 

LOT BF Rae fancy A oe cts eee eee Selva $ — $ — Saye 

IAS he Be Mettecegee oP SRT cas ty Ac ae ee 296 — — 2926 

1980 tel oA nan te ee fel oy cae TOT? — _ 10152 
Unproved property acquisition 

LOTS eee ote © ran eee Re corns ee 6.8 — _ 6.8 

LOT Oe te S ore ids sav os RT SS, eC 1557 1 = 15.8 

1980 Se ae taki ee tare eae e ree LS 37. — - 18.7 
Exploration 

17S errr es a fe eet e a es G3 _ oe 6.5 

LOUD Bap Ree ee yt Vee Riemer Mar ond iste 5.5 _ 2 oa 

1D SO 28 ape Ce We Re oh eee ee ce 10.4 — 2 10.6 
Development 

[eA bieruee a sac tect tbr | ea ae ote 42.5 4 — 42.9 

Nee Beek MO ae Re entire weit reat g a elt apes) 2) — Pete 

1980 errata ange a ln Seer & 81.9 4 Pe 82.5 
Production (lifting) 

[OT Si Neat Rew ch cots er naa wna an ceca 30.0 Be) Oi) 3225 

Leper eariecs, Stace Mes ee ie AEA ear ae 3971 ee 3.0 42.3 

1980 Peet es ian Aad gael ae 67.0 3 3.9 Plz 
Total 

OTS Dera eemen ata womans me Meren nae ere On $102.7 $ a $ 2.4 $105.8 

19710 ear eeot ee, Reen 2 ee 145.2 8 Sez 149.2 

1980 Ni eeire eels Medinet Ser es ha oe PE SIEOD ai! 4.3 284.2 
Provision for depreciation, depletion 

and amortization excluded from above 

1978 Coste Pat eae A water eter ss fasts $ 45.3 $ oe) Niort) $ 45.9 

1D) Dat Meare ata gts Ne 78 9 Rates Se chiees Soa, 39.2 6) ye 3957 

L980 ee eer cn ete ae 44.1 4 sl 44.6 


Unaudited reserve quantity information is on page 42. 
Unaudited Reserve Recognition Accounting information is on page 41. 


W.R. Grace & Co. and Subsidiary Companies Notes to Financial Statements (dollar amounts in millions except per share) 


Note 8—LongTerm Debt Long term debt consists of: 


Average Years of 
Interest Rate Maturity 1980 1979 
W.R. Grace & Co. 
Commercial paper). eke os 19.8% ~ $ 99.8 $ = 
PLOMUSSOLY NOLES beet Gree | Sac ee Ah 7.9 1981-1998 446.0 468.2 
PLOmUussOLy MmOteSracwes ahr penen 12.625 1990 100.0 _ 
Subordinate debentures ......... 6.5 1982-1996 14.7 35.4 
Subordinate debentures™ ......... 4.25 1981-1990 32.8 36.7 
Sundry mdeptedness= 48), aan 8.9 1981-2002 (eye Dac 
Debentitesereres tres he en neon: Sie) 2980 = i) 
Deen tures iS Matis su rats a. ee ee pemcs a 5.0 1981-1986 eS 9.0 
776.1 606.4 
Subsidiaries 
Daylin, Inc. . 
Subordinated indebtedness" ..... 8.0 1991-1994 29.7 30.2 
OU CT eae dt VER A aa 5 a8 8.3 1981-2005 40.2 31.6 
W.R. Grace Land Corporation ...... 9.1 1981-2005 2.9 12.1 
ONCE Ire ca Reh ebony tne holt, Bnd 10.2 1981-2007 26.8 14.4 
BYOrd. 694.7 
Capitalizediléase ob Cation Siu wan cast alae cece ed, ocak A 201.8 153.6 
PrOclinchiOnl Da vatve MSO ease a eaten a Bnet ie ac acta Peed cele inae 111.0 48.0 
1,188.5 896.3 
PITOUMU CME NW ELEM IN OU. Veal (eee a eee wea eae ere ane ea (72.8) (56.5) 


> dll, 3. (83808 


‘ Grace has issued commercial paper in the form of unsecured short term notes. The commercial 
paper borrowings are classified as long term debt at December 31, 1980 because of the 
availability of long term financing under the terms of revolving credit agreements, and the 
Company’s intent to refinance this debt on a long term basis. 

) Convertible into one share of common stock for each $29.625 principal amount. 

°) Convertible into one share of common stock for each $57.32 principal amount. 

‘ Represents subordinated indebtedness, net of unamortized discount amounting to $8.8 
(1979—$ 13.4), issued pursuant to a1976 Plan of Arrangement for Daylin, Inc. under Chapter XI 
of the Federal Bankruptcy Act, prior to the acquisition of Daylin, Inc. by Grace. In the event of 
certain defaults, the full face amount of these securities then outstanding would become due and 
payable. 

>) Secured by real estate properties. 

‘) Production payments represent financings attributable to natural resources, and are repayable 
from the proceeds of the sale of the production thereof. 


Long term debt payable during each of the four years subsequent to December 31, 1981 is: 
1982—$65.2; 1983—$74.4; 1984—$68. 3; 1985—$68.8. 


The Company has entered into a revolving credit agreement totaling $400 with various banks 
at interest rates varying from prime to .50% over prime or .50% to 1.00% over the applicable 
Eurodollar rate. At December 31, 1980, there were no outstanding borrowings under this 
agreement. The Company has additional credit lines amounting to $98.9 for a total of $498.9 
(1979—$345.8), which were unused at December 31, 1980. In connection with $463.9 of the 
Company’s credit lines, commitment fees of .50% per annum are payable on the unused portions. 
A portion of Grace’s cash balance serves to compensate banks for credit lines and services. Such 
balances are generally unrestricted. 


Grace adopted Statement of Financial Accounting Standards No. 34, “Capitalization of 
Interest Cost”, prospectively as of January 1, 1980, and interest costs of $14.1 incurred in 
connection with the financing of properties and equipment under construction were capitalized 
in the year ended December 31, 1980. 


a, 
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Note 9—Shareholders’ Equity Preferred stocks ($100 par value) authorized, issued and outstanding are: 


Shares 
Authorized Par Value of 


and Issued InTreasury Shares Outstanding 
(December 31, 1980) 


1980 1979 1978 

Over Cumulative sen ae eee ee 40,000 15282 Ne PAgsk) OA eer ay es 
S7o1 Cumulative ClasstA]) sees 50,000 16,343 333 8h al 3.4 
8% Noncumulative ClassB® ...... 40,000 9,847 340) 3.0 3.0 
isos Soe 29 


‘ Righty votes per share. 
‘) Fight votes per share. 


Dividends paid on the Company’s preferred stocks amounted to $.7 (1979 and 1978—$.7). 


The Company’s Certificate of Incorporation also authorizes 5,000,000 shares of Class C 
preferred stock, without par value, none of which has been issued. 


Authorized common stock of the Company is 75,000,000 shares ($1 par value). Of 
common stock unissued at December 31, 1980, approximately 2,597,000 shares may be issued 
upon conversion of convertible debt obligations, exercise of stock options and granting of 
stock awards. 


The weighted average number of common shares outstanding was 46,579,000 
(1979—45,530,000; 1978 —44,076,000). Assuming full dilution, the weighted average number of 
shares outstanding was 48,234,000 (1979—48, 235,000; 1978 —48, 272,000). 


At December 31, 1980, $349.3 of retained earnings were free of the restriction on payment of 
cash dividends imposed by terms of the most restrictive of the Company’s loan agreements. 
Retained earnings of $333.1 at December 31, 1980 represent undistributed earnings of 
consolidated foreign subsidiaries which may be subject to currency, exchange and other 
restrictions imposed by regulatory bodies of the countries in which the subsidiaries operate. 


Note 10—Stock Options Changes in common stock options outstanding are summarized below: 
1980 1979 1973. eee 
Number Average Number Average Number Average 
of Shares Price — of Shares Price — of Shares Price 
Balance at 
beginning of year . . 9805147 9$°26-48 5 13176,177 ~~ $ 26:13, E107, 749 ore Grd 
Options granted ..... 322,900 Bon 144,450 6067, 214,374 24.29 
1,303,414 13205627 13223123 
Options exercised .... (17,156) VID DD p22.) 20.83 (27,024) 19.19 
Options terminated 
Orcancelledyaa meas (199,144) 20x ome (5125791) 2D) eee) PAVE 


Balance atend of year . 1,087,114 30.42 980,514 26.48.) et Geled. 26.13 


At December 31, 1980, options for 373,632 shares (1979 —445,831 shares; 1978 —644,941 
shares) were exercisable and 304,046 shares (1979—489,617 shares; 1978 —482,359 shares) were 
available for granting of additional options and stock awards. 


Under the provisions of the Company’s stock option plans, the optionee may, in lieu of 
exercising an option, request cancellation and receive, at the Company’s election and without 
payment to the Company, cash or shares of common stock having a market value equal to the 
difference between the option price and the market price. Upon such cancellation, the shares 
covered by the option, less the shares issued, if any, become available for future grants. 


Compensation expense relating to the Company’s plans was $15.3 (1979—$9.4; 1978—not 
significant). 
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W.R. Grace & Co. and Subsidiary Companies 


Note 11— Business Combinations 


Industry Segments 


Notes to Financial Statements (dollar amounts in millions except per share) 


The following is a summary of businesses acquired during 1980 which for accounting purposes 
have been treated as poolings of interests: 


Specialty Chemicals 
Natural Resources 


Note 12— Net Gains (Losses) 


on Disposal of Businesses 


Shares of 1980 Results of 
Common Stock Operations Prior 
Issued to Combination Full Year Results of Operations 
Sales Net Income Sales Net Income 
1980 1979 1978 1980 1979 1978 
144,737 $ .8 $ — che bts AY Tes RSS Saal $an3 Sie 
1 BS,,3597/ 3,5) 5 39.6 DOR 24.7 7.9 5.9 4.4 


The Company issued 2,719,323 shares of common stock in 1979 and 2,247,379 in 1978 as 
consideration in the acquisition of Specialty Chemicals, Natural Resources, Specialty Retailing 
and Restaurant businesses which have been treated as poolings of interests. Sales and net income 
for the businesses acquired in 1979 amounted to $167.6 and $10.3, respectively in that year, of 
which $48.9 and $2.4 related to the periods prior to combination. Reported sales and net income 
for 1978 have been increased by $133.2 and $8.7 respectively, on restatement for 1979 poolings of 
interests. Sales and net income for the businesses acquired in 1978 amounted to $110.8 and $9.0, 
respectively in that year, of which $68.4 and $4.0 related to periods prior to combination. 


The following is a summary of businesses acquired during 1980 and 1979 (1978 acquisitions 
were not significant) which for accounting purposes have been treated as purchases: 


Acquisition Costs 


1980 1979 
Cherie diate escapees Ce eA aN EN oa ac v.gheiaa-e Wiebe rd el aban $7198 $ == 
INACUEAIDRESOUTCE Si aces ae irae ee ee te re 47.6 34.1 
Specialty: Retail lingiay Pe eee eh a ie enna ee, 38.3 — 
Dayliny Inc: (primarily Specialty Retailing) 9%, 7.....2 2.820296 = — 148.0 
Restaurant i pee ee tee hr Pt Eee ee cee Reema 11.8 2:5 


The results of operations of businesses acquired in purchase transactions are included in the 
consolidated financial statements from the dates of acquisition. The following summarizes 
Grace’s pro forma results of operations as though these businesses were included in the 
consolidated financial statements as of the beginning of the year prior to acquisition: 


1980 1979 1978 
Sa LOS rae kee ccs ce ait eee ee $6,143.5 SPR $4,800.2 
NETINCONICH Seat mieten cede ee $ 286.7 Se 230.4 $ 187.5 
JS Sra NOK MORN NEIES. © oliee Soe. os ae kone $ 6.14 we base 5 $ 4.24 


Goodwill arises from certain business combinations treated as purchase transactions and is 
amortized using the straight line method over various periods not exceeding forty years. 


Grace sold and provided for losses on disposal of certain businesses and adjusted amounts 
provided in prior years with the resultant gains (losses) included in income as follows: 


1980 1979 1978 

SDecialiy: Gane (KCl ate aa iene mee nae eae aoe $ — eer a 540) nk EU y 
(Chemed Ee tee ets ct te aca a net are eee a —_ Da) 
ACtICOMUTal Chet Cd i earner awe coe ae 1.6 — ined 
IN eKAUie I ROS OWNTOSS fin boo oh Uc o 6 NS 94 GPO — 26m = 
Specialty Retain or we me. eereees tenes oie (72) (.8) 4 
Other Consumetarne a nee are GlS53)) (Ors) (eS) 
TOYA LNSNOHENEBES 4 ss on bo ew oe eo (13.9) 12.8 8.0 
Incometaxes 2 Ameena ce ce ia bat 3.6 (7.6) ELF) 
TOtalialtet CaxC Saeki atk eee eo ccs te, nSee GRORES $ a et BES? 
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Note 13— Income Taxes 


Notes to Financial Statements (dollar amounts in millions except per share) 


The provision for income taxes consists of: 


1980 1979 
Current: 
Rederalg er mer cet ack ne ee. hc eee Smeeons $ 48.5 
OYE Lcmmertpters eBags i Gag Se a aD 09. A Faery ier Ae 16.4 
FOECLST me Mee ewe eee ete chal eevee in) euskal bones sete eas 126:9 IES) 
Deferred: 
[Rega aus enon eS SANG ANS eas Gao 6 GiiemEer echo oh0.00 Slot 77 
FOLeLoii pep ia ans ea eels ono ncn eee a cua ne 5.6 (.3) 


The source of income before taxes is as follows: 


1980 1979 
DGINIES ULC reese ee ee nance eer ane hiean ese $ 246.1 S287 0) 
FOTCV TURN Net om cotta es eee eRe Aen ton eRe Ow nek gan ae fcpe Sciten ie 246.3 186.0 


Investment tax credits are applied as a reduction of the current tax provision in the year they 


arise and amounted to $29.9 (1979— $22.6; 1978—$11.6). 


Deferred income taxes arise from differences in the timing of recognition of revenues and 


expenses for tax purposes and for financial accounting and reporting purposes. The major 


components of the deferred income tax provision are: 


1980 1979 1978 


Federal Foreign Federal Foreign Federal 

Accelerated methods of 

depreciationya. .- see ee Sek Om Seo. bb. 9 kone Gen ome. Lo 
Tax benefits on disposition of 

properties and investments 

not currently deductible....... (10.7) — (3.2) GL.) (622) 
Reversal of previously 

provided tax benefits on 

disposition of properties 

and investments currently 


deductibles... t-laceeene eo: onl oH See — Sal 
Intangible drilling and 

development costs 2.) -anaene 17.4 — 8.2 _- 8.0 
Other timing differences, 

Tet qin aes ae Poh ee ee a Zl (8.4) (1.6) Le 


The effective tax rate reconciles to the statutory Federal tax rate as follows: 


1980 1979 

StatMtOry Federal taXot ate samira memrer ye eee ner | een en re 46.0% 46.0% 
Increase (decrease) in tax rate resulting from: 

Foreign taxes in excess of Federal tax rates) B29 6.2 

State and local income taxes (net of Federal tax benefit) .... 1.4 Zell 

Net capital vains/anclOSSCS aarp ee ae eee (0.3) (1.6) 

Percentage depletion on natural resource properties ....... (GR) (1.4) 

MEAT TSNAVE ORIN ob oe cook a osongobenoubdaneds (6.1) (Cx) 

Other eo tia cr ortare. Shes ale trans cece open mene Peet ay Oe Se! (1.0) (eal) 
EtleCtiVe: tax ALORS mente ear nn GP TENE Ri unary a en Lane 42.4% 45.9% 


Daylin, Inc., a subsidiary of the Company, has net operating loss carryforwards of 


Foreign 
SBS) 


(1.0) 


approximately $19 at December 31, 1980 which expire as follows: 1983—$3 and 1984—$16. At 
the time of the purchase of Daylin, Inc., the estimated tax effect of such carryforwards was 


recorded as an asset. 
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Note 14—Pension, Profit Sharing 
and Related Plans 


Note 15— Financial Data Adjusted 
for the Effects of Changing 
Prices (FAS No. 33) 


Note 16—Industry and 
Geographic Segments 


Notes to Financial Statements (dollar amounts in millions except per share) 


The Internal Revenue Service has completed examinations of consolidated Federal income tax 
returns of the Company and its domestic subsidiaries through 1973. Additional foreign and 
United States taxes might become payable if undistributed earnings of foreign subsidiaries were 
to be paid as dividends, but such taxes, if any, have not been fully provided since a substantial 
portion of such earnings has been or will be reinvested for an indefinite period of time. 


Grace has pension plans covering employees of certain operating units who meet age and service 
requirements. The total domestic and foreign expenses for such pension plans are as follows: 


1980 1979 1978 
TOTNES tl Cis Bani so a PR A a I aes es $ 23.9 SD eteee $ 19.5 
OP CLS ye a carter a chen eee Sd ges et RE Naa as 10.6 8.7 6.5 


Grace funds its pension plans based on a percentage of payroll expense or cost per hour of 
service, as determined by independent actuaries. Such contributions are equal to amounts 
charged for pension expense. 


A comparison of accumulated plan benefits and net assets available for benefits for Grace’s 
domestic pension plans is presented below: 


December 31, 1980 1979 

Actuarial present value of accumulated plan benefits: 
VESTS Meee tc coms Dac RIA eee ceo. 2 aa a Re Ta i ae oem eee $ 182.3 $ 158.1 
INOTOVES IOC terme eects. Pediat Meee cal ci ae ee Eas © cork eater ae 15: 16.8 
Jotalaccumulated benchts: 4.7 eens A ore Soc oes eee $197.8 $ 174.9 
INetasscts-avallable fomplan Demelts (2 = ale ai yes eee cent ee $282.4 $ 230.4 


Domestic pension plan benefit improvements resulted in cost increases of approximately 
$.2 in 1980 over 1979 and $2.2 in 1979 over 1978. Changes in actuarial assumptions decreased cost 
by $1.1 in 1980 and had no effect in 1979. The weighted average assumed rate of return used by 
the actuaries in determining the actuarial present value of accumulated plan benefits was 6.4% in 
1980 and 1979. 


The assets of pension funds exceeded the actuarially computed value of vested benefits for 
Grace’s foreign pension plans. 


Grace also sponsors profit sharing, savings and investment and related plans. The total 
expense for these plans was as follows: 


1980 1979 1978 

DO TCS UC cee i gs cea ie fia IONE yo Rac i oe oe SBS, es bg 913 hee beemnow 
Ore! Oly acne ce totes: tain, suede 5, 8 Patton sion sinus GUN era a se Ae l nl l 
$18 Degas De 0 


The unaudited financial data adjusted for the effects of changing prices are on page 46. 


The following table sets forth industry and geographic segment information in accordance with 
the reporting requirements of Statement of Financial Accounting Standards No. 14. The format of 
this table differs from the unaudited tables on pages 31 and 33, in that operating profit herein is 
presented before taxes and after gains (losses) on disposal of businesses and foreign currency 
translation related to FAS No. 8. In addition, sales and pretax operating profits (losses) of units 
disposed of and units for which provision for loss on future disposal has been recorded are 
included herein in the applicable industry segments rather then being shown separately. 


Grace's investment in and equity in the results of operations of affiliated companies, income 


applicable to minority shareholders, intersegment sales and transfers among geographic areas 
are not significant. 
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Industry Segment Information 


Notes to Financial Statements (dollar amounts in millions except per share) 


Natural 
Chemical Resources Consumer Total 
Specialty 

Specialty Chemed Agricultural Retailing Restaurant Other 
Sales 
19782 hohe ces ee eee eae Git Sl $297 $549 $ 341 $ 485 $242 $1,039 $4,474 
197 De ces RA, hod Re ee 1,684 B22) 683 485 891 320 913 5,298 
1980 3: = See ate Sec ee eee 1,896 363 801 690 1,086 525 740 6,101 
Pretax Operating Profit (Loss)"” 
1978 el SP es ee EN eae eee $ 203 $ 63 § By cae ele) G3 $18 $ 40 $ 459 
1979 heh os tyes eA ee 244 41 49 178 42 6 24 584 
1980 2 oiotacettac teh eee een ee D7] 43 126 220 53 (15) 3 687 
Identifiable Assets 
197 Boe oes Rane ae OTe $ 839 $145 $470 8 Sila De S137 $m 623 $2,966 
1979 ee eres eee ee ee 1,004 161 476 698 479 248 396 3,462 
POS O scorer etc ee he eae ea de: 1,097 200 491 1,083 576 391 318 4,156 
Capital Expenditures’ 
197 Sars eee ee ee ee $ 86 Seal. $ 18 $ 94 $34 S46 22 $ 307 
1979 Bee ee eats oC eer 108 11 18 165 67 122, 19 510 
TOS Oe rel At eae a irra oe ea 134 10 Di 321 64 89 10 655 
Depreciation, Depletion and 
Lease Amortization” 
O78 ee cn Soret: hatin ge etna’ Se eee aes $ 47 $ 3 S21 8 68 $ 7 SSR S$: ela $ 160 
1979 Bins eee Po Wy beet a Ie 48 3 28 51 14 13 11 168 
198 0a 3ePy ei sce NES os eae ee 53) 4 28 63 19 26 9 202 
Geographic Segment Information 

United States Canada Europe Other Total 
Sales 
DOTS aan Bek ctr Nein ean ae eee nee $3,054 S72 $1,073 $275 $4,474 
197 Deak ciate Pe eee tore eee ee Ee ae. 357A 84 1,140 353 5,298 
1980. Or A ee eee ee em ee 4\, SBi 102 LOW 391 6,101 
Pretax Operating Profit” 
1978 560. BREN ee, Oe eae Sh ss} Sra? $ 94 Sa3 $ 459 
1979 Ae eee yee Senet ee ty Beil 42 102 109 584 
TOS Ose. Meee ees eee le ean a 414 19 130 124 687 
Identifiable Assets?) 
1978 co Soe ar ee a ee $2,067 $51 $ 629 $219 $2,966 
1979 5 Listse tea eRe eee RCT 2,605 51 5)5)1I DSS 3,462 
NOS 292 = eS re sh ee  ee ee ee ee 3,316 58 542 240 4,156 

‘Total pretax operating profit reconciles to income before taxes as follows: 
_1980 _1979 _1978 

Pretax operating protitwe,e, saat ere $687 $584 $459 
General corporate overhead*............ (66) (55) (44) 
Interestexpenseter ies sacs eee (129) (106) (84) 
Income before taxes i eye eae $492 $423 $331 


“General corporate overhead includes other items such as dividend and interest income and miscellaneous items not 


properly allocable to industry segments. 


The difference between these amounts and the corresponding amounts in the consolidated 


financial statements represents general corporate items. 
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Report of Independent Accountants 


Management’s Responsibility for 
Financial Reporting 


153 EAST 53RD STREET 
NEW YORK, NEW YORK 10022 
212-371-2000 


To the Shareholders and Board of Directors of W.R.Grace & Co. 


In our opinion, the accompanying consolidated balance sheets and the related consolidated 
statements of income, shareholders’ equity and changes in financial position present fairly the 
financial position of WR. Grace & Co. and subsidiary companies at December 31,1980 

and 1979, and the results of their operations and the changes in their financial position for each 
of the three years in the period ended December 31, 1980, in conformity with generally 
accepted accounting principles consistently applied. Our examinations of these statements 
were made in accordance with generally accepted auditing standards and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered 


necessary in the circumstances. 


February 5, 1981 


Management is responsible for the preparation as well as the integrity and objectivity of 

the Company’s financial statements. The financial statements have been prepared in conformity 
with generally accepted accounting principles and necessarily include amounts which represent 
the best estimates and judgments of management. 


For many years, management has maintained internal systems which include careful selection 
of personnel, segregation of duties, formal business, accounting and reporting policies and 
procedures and an extensive internal audit function to assist it in fulfilling its responsibilities for 
financial reporting. While no system can ensure elimination of errors and irregularities, the 
systems have been designed to provide reasonable assurance that assets are safeguarded, policies 
and procedures are followed and transactions are properly executed and reported. These 
systems are constantly reviewed and modified in response to changing conditions. 


The Audit Committee of the Board of Directors, which is comprised of directors who are 
not officers or employees of W. R. Grace & Co. or its subsidiaries, meets with senior financial 
officers, the internal auditors and independent accountants and reviews audit plans and results 
as well as management’ actions taken in discharging its responsibilities for accounting, finan- 
cial reporting and internal control systems. The Committee reports its findings to the Board of 
Directors and also recommends the selection and engagement of independent accountants. 
Management, the internal auditors and independent accountants have direct and confidential 
access to the Committee. 


Independent accountants are engaged to conduct an examination of and render an opinion 
on the financial statements in accordance with generally accepted auditing standards. These 
standards include a review of the systems of internal controls and tests of transactions to the 
extent considered necessary by them to support their opinion. 
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Results of Operations 
1980 vs. 1979 


1979 vs. 1978 


Management's Discussion and Analysis of Results of Operations and Financial Condition 


Grace's financial statements are expressed in U.S. dollars and reflect the worldwide operations of 
the Grace businesses conducted in many currencies. 


Record sales of $6.1 billion were achieved in 1980, an increase of 15% over 1979 sales of $5.3 
billion which have been restated for poolings of interests transactions. Excluding sales of units 
which were divested or planned to be divested, the rate of growth was 21%. All lines of business 
contributed to the sales increase, with significant increases recorded in Agricultural Chemical, 
Natural Resources, Specialty Retailing and Restaurant operations. Agricultural Chemical sales 
increased 19% over 1979 primarily as a result of higher selling prices for nitrogen and phosphate 
fertilizers, strong overseas demand and higher world market prices for converted phosphate 
products. Sales from Natural Resources operations increased by 42% in1980 largely due to 
higher realized prices for oil and natural gas, increased domestic production rates, a greater 
number of contract drilling rigs in operation and expansion of other oil field services. Higher 
sales of Specialty Retailing operations reflect increased volume attributable in large part to store 
expansions. Restaurant sales increased 64% and reflect primarily the acquisition of jojos 
Restaurants, Inc. 


Cost of goods sold and operating expenses increased 132%, which was lower than the rate of 
growth in sales, reflecting the effects of increased sales from Natural Resources operations which 
operate at higher margins, improved margins in the Agricultural Chemical business and disposal 
of several lower margin businesses. The increase of 19% in selling, general and administrative 
expenses over 1979 results primarily from the growth in sales and the costs associated with the 
expansion of Specialty Retailing and Restaurant operations. 


Dividends, interest and other income increased 38% primarily due to the inclusion in 1980 
of a $16.1 million gain arising from Grace’s contribution of certain phosphate rock reserves to a 
new joint venture mining operation, as more fully described in Note 5 of the Notes to Financial 
Statements. 


Depreciation, depletion and lease amortization increased 20% over 1979, reflecting higher 
levels of capital expenditures in recent years for expansion. 


Interest expense of $128.8 million increased 21% over 1979, and is attributable to higher 
average borrowings and higher interest rates, partially offset by the effect of the prospective 
adoption in 1980 of Statement of Financial Accounting Standards No. 34, “Capitalization of 
Interest Cost’. 


Net foreign exchange gains in1980 amounted to $11.2 million compared to $5.3 million net 
foreign exchange losses in 1979. These gains and losses were partially offset, however, by 
translation effects relating to FAS No. 8 which resulted in a $7.4 million increase and a $3.1 
million decrease in cost of goods sold and operating expenses in 1980 and 1979, respectively. 


Net losses on disposal of businesses in 1980 were $13.9 million, as compared to gains of $12.8 
million in 1979. An analysis of these gains and losses is presented in Note 12 of the Notes to 
Financial Statements. 


The increase in income taxes in 1980 was principally due to a higher level of earnings. This 
was partially offset by a lower effective tax rate resulting primarily from the gain on Grace’s 
contribution of phosphate rock reserves to a new joint venture mining operation and an increased 
amount of investment tax credits. 


Sales of $5.3 billion were achieved in 1979, an increase of 18% over 1978 sales of $4.5 billion 
which have been restated for poolings of interests transactions. Excluding sales of units which 
were divested or planned to be divested, the rate of growth was 28%. All lines of business 
contributed to the sales increase, in particular, Specialty Retailing sales advanced 90% primarily 
due to the acquisition of Daylin, Inc. in1979. Additionally, in the Natural Resources area, 1979 
sales grew to $485 million, an increase of 42% which was greatly attributable to escalating 
prices for oil and gas as well as continued strength in the service-related businesses of Grace’s 
Natural Resources operations. 


Financial Condition 


Cost of goods sold and operating expenses increased 16%, which was lower than the rate of 
sales growth, reflecting the effects of improved margins in the Natural Resources line of 
business and disposal of lower margin businesses. Rapid expansion and resultant preopening 
expenses in the Restaurant and Specialty Retailing areas, coupled with continued inflation 
affecting all lines of business, contributed to the 27% increment in selling, general and adminis- 
trative expenses. 


Dividends, interest and other income amounted to $41.9 million in 1979, an increase of 90%. 
The primary factors causing this increase were higher interest rates, interest bearing deposits and 
gains on sales of securities and properties. Equity in earnings of partnerships and less than 
majority owned companies decreased by $8.0 million in 1979. Contributing to this decrease was 
the divestment in 1979 of Grace’s interest in Voyager Petroleums Ltd. and in 1978 nonrecurring 
gains on certain mining ventures. 


Interest expense of $106.4 million was 27% greater than 1978 due to both higher interest rates 
and larger average borrowings in 1979. The 1979 increase in research and development expenses 
is analyzed by functional expenditure category in the Financial and Statistical Review on page 37. 


Net foreign exchange losses in1979 amounted to $5.3 million compared to $13.8 million in 
1978. This favorable variance was caused, in part, by the lower decline in the value of the 
U.S. dollar versus other currencies than that experienced in 1978. Net foreign exchange losses 
in 1979 and 1978 were partly offset by favorable translation effects relating to FAS No. 8 of 
$3.1 and $11.7 million, respectively, included in cost of goods sold and operating expenses. 


Net gains on disposal of businesses were $12.8 million in 1979 versus $8.0 million in 1978. 
An analysis of these gains by line of business is contained in Note 12 of the Notes to Financial 
Statements. 


For 1980 net funds required before investment and financing activities were $152.9 million in 
excess of internally generated funds compared with $231.4 million required in 1979 and $192.5 
million required in 1978. The 1980 deficiency was financed by a net increase in total long term 
debt of $2287 million comprised primarily of commercial paper borrowings, production pay- 
ment indebtedness and $100 million in medium term 12%% notes which the Company sold in 
September, 1980. 


The principal reason for the net funds requirement was capital expenditures providing addi- 
tional capacity for future growth. The Company continues to be in a strong financial position. 
Long term debt as a percent of total capital was 35.2% in 1980, which is higher than the 30.9% 
level in 1979; it is within the Company’s planned range for the long term debt to equity position. 
The Company had unused lines of credit of $498.9 million at December 31, 1980 including $400 
million under a revolving credit agreement with major banks, and substantial additional borrow- 
ing capacity on the terms of the Company’s senior debt loan agreements. The present level of 
indebtedness, combined with the equity and credit resources that are available, places the 
Company in a position to finance a continuation of the growth experienced in recent years. 


Capital expenditures increased significantly in 1980 to $657.4 million compared to $511.2 
million and $308.5 million in 1979 and 1978, respectively. An analysis of capital expenditures by 
line of business is shown in the Financial and Statistical Review on page 34. Major capital 
expenditure projects in 1980 included: construction of specialty chemical plants; purchase, 
exploration and development of coal, oil and natural gas producing properties; purchase of new 
drilling rigs; and specialty retailing and restaurant expansion programs. The Company expects 
that capital expenditures in 1981 will be approximately $700 million, an increase over the 1980 
level to support expansions in the Specialty Chemical and Agricultural Chemical businesses. 


Information on the effects of changing prices prepared in accordance with the guidelines 
provided by the Financial Accounting Standards Board, illustrating the effects of both 
general inflation and the changes in specific costs, is presented in Note 15 of the Notes to 
Financial Statements. 
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Sales Financial Summary— 1970 to 1980* (dollar amounts in millions except per share) 


($ millions) 1980 
Earnings Statistics 
Sales $6,101.3 
Other income Siez 
Cost of goods sold and operating expenses 3,962.4 
Interest expense 128.8 
Net gains (losses) on disposal of businesses (13.9) 
Depreciation, depletion and lease amortization 204.0 
Income before taxes and extraordinary items 492.4 
1976 1977 1978 1979 1980 Income taxes 208.6 
Income before extraordinary items 283.8 
Net Income Extraordinary items os 
($ millions) Net income 283.8 


Financial Position 


Cash and marketable securities $ 124.9 
Notes and accounts receivable — less allowances 743.5 
Inventories 812.5 
Total current liabilities 1,135.0 
Working capital 584.4 
Properties and equipment — net 2,162.7 
Total assets 4,364.5 
1976 1977 1978 1979 1980 
Long term debt lisa 
Shareholders’ equity— common stock 1,787.3 


Shareholders’ Equity 
Per Common Share 


Data per Common Share 
Earnings per common share: 


Income before extraordinary items $ 6.08 
Extraordinary items = 
Net income 6.08 
Earnings per share assuming full dilution: 
Income before extraordinary items 5.91 
Net income Seok 
Weighted average number of shares (thousands) used in computing: 
Earnings per share 46,579 
1976 1977 1978 1979 1980 Earnings per share assuming full dilution 48 ,234 
Cash dividends per common share paid by the Company 2.175 
Total Capital Including Shareholders’ equity per common share 37.98 
Long Term Debt 
($ millions) Other Statistics 
Working capital provided by operations $ 562.7 
Cash dividends on common stock paid by the Company 101.1 
Capital expenditures 657.4 
Current ratio SR 
Debt ratio (including capitalized leases) 38.3% 
Debt ratio (excluding capitalized leases) 33.7% 
Common shareholders of record 44,629 
Employees 91,700 


1976 1977 1978 1979 1980 


Total Capital Including LongTerm Debt —_* Data for the years 1976 through 1979 have been reclassified, and restated to include businesses combined in poolings of interests 
Long Term Debt transactions in accordance with a policy of restatement of data for the four immediately preceding years. 
Amounts previously reported in 1979 are shown in the table to the right. 
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1979 


$5,297 .6 
43.3 
3,492.6 
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12.8 
169.5 
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194.2 
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$4,187.9 
LOT 
2003.9 
US ey 
CUTE2) 
144.3 
Digan 
129.4 
149.3 


149.3 


$ 194.1 
568.4 
636.7 
Size 
615.9 
1522528 
3,016.0 

760.0 
[3260.7 


$ 3.40 


3.40 


Sp 
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48,166 
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S735 Sa2 
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2S 
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1976 1975 
$3,794 .3 $3,721.6 
18.0 eS 
262357 pl Rae hee’ 
Tose 83.0 
8 26.4 
126.5 105.6 
261.4 324.6 
124.6 147.1 
136.8 ES 
136.8 WLS) 
$ 246.8 See tiles 
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2.93 4.25 
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[85 iL tose 
39.9% 38.1% 
37.576 35.1% 
59,028 59,143 
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Net income 


Earnings per share 


1974 1973 1972 
$3,601.5 $2 889.8 $2,397.6 
PES) 25 19.6 
250 LS 2,046.0 1,694.9 
78.8 58.4 42.7 
(17.3) (4.4) — 
88.6 73.0 64.2 
Zee 161.9 112.9 
131.0 IT. 49.8 
124.7 84.6 63.1 
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565501 32,071 49,423 
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1979 1978 
$5,266.6 $4,448 .2 
222.6 Dye 
5.02 3.98 


1971 1970 
$2,105.0 S19 i379 
19.7 20.8 
1,506.7 1,399.6 
42.8 41.9 
60.3 Neos 
ees) 85.8 
43.4 36.3 
42.1 49.5 
(6.2) (30.9) 
35.9 18.6 
$ 105.9 5 8338 
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432.0 442.3 
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1,644.5 61255 
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$ 1.40 Ad hee 
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1.19 .64 
LS) LO 
1.19 .69 
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3.43 ejay 
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Corporate Information 


World Headquarters Grace Plaza Independent Accountants 
1114 Avenue of the Americas 
New York, New York 10036 
Telephone: (212) 764-5555 


Annual Meeting The annual meeting of shareholders Dividend Reinvestment Agent 
of W. R. Grace & Co. 
will be held at 10:30 a.m. 
on Monday, May 11, 1981 
at The Ritz-Carlton 
160 East Pearson Street Trademarks 
at Water Tower Place 
Chicago, Illinois 60611 


Incorporation W.R. Grace & Co. was 
incorporated in 1899 under 
the laws of the State of SEC Reports 
Connecticut. The Company 
was founded in 1854 by 
William Russell Grace. 


Shareholder Inquiries May be directed to Company 
Headquarters by calling a special 
toll-free number: (800) 223-7900. 
Residents of Alaska, Hawaii 
and New York may call collect. 


Investor Information 


Price Waterhouse & Co. 
153 East 53rd Street 

New York, New York 10022 
(212) 371-2000 


Citibank, N.A. 

Sort 3197 

New York, New York 10043 
(212) 558-5757 


Names italicized in the text of this 
report are trademarks or service- 
marks of W.R. Grace & Co. or its 
subsidiaries, or, in some cases, 
indicate Grace operating units. 


The Annual Report on Form 10-K 
and the Quarterly Reports on 

Form 10-Q as filed by the Company 
with the Securities and Exchange 
Commission are available to any 
Grace shareholder upon request. 


Write: James G. Stier, Director of 
Investor and Shareholder Relations, 
W.R. Grace & Co., Grace Plaza, 
1114 Avenue of the Americas, 

New York, New York 10036 


Registrar 


Marine Midland Bank 
140 Broadway 
New York, New York 10015 


Chemical Bank 
55 Water Street 
New York, New York 10041 


Conversion Prices 


Seba? 


$29.625 


Not Convertible 


Securities Stock Exchanges Transfer Agent 
Common Stock Listings: Geneva Marine Midland Bank 
New York Hamburg 140 Broadway 
Amsterdam Lausanne New York, New York 10015 
Basel London (212) 440-1000 
Frankfurt Paris 
Midwest Zurich 
Trading Privileges: 
Boston Pacific 
Cincinnati Philadelphia 
Put and Call Options American Stock Exchange 
Preferred Stocks Over-the-Counter Marine Midland Bank 
140 Broadway 
New York, New York 10015 
Debentures /Notes Trustees 
Pee SND a a BE rer nee He a Seed 
4%% Convertible New York Stock Exchange Chemical Bank 
Subordinate Debentures 55 Water Street 
Due 1990 New York, New York 10041 
(212) 952-3881 
62% Convertible New York Stock Exchange The Chase Manhattan Bank, N.A. 
Subordinate Debentures 1 New York Plaza 
Due 1996 New York, New York 10081 
(212) 676-4075 
125% Notes New York Stock Exchange Bankers Trust Company 
Due 1990 | Bankers Trust Plaza 


New York, New York 10006 
(212) 775-2500 
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Chairman 
Felix E. Larkin 


President and Chief Executive Officer 
J. Peter Grace 


Vice Chairman and Chief Operating Officer 
George W. Blackwood 


Executive Vice Presidents and Sector Executives 
Robert M. Coguillette 

Charles H. Erhart, Jr. 

Carl N. Graf 

D. Walter Robbins, Jr. 


Executive Vice Presidents 

Robert H. Anderson, Retail 

Lloyd L. Jaquier, Agricultural Chemicals 

Harold R. Logan, Natural Resources 

Jack Rimmer, Industrial Chemicals x 
John FE Spellman, Chief Financial Officer 


Senior Vice Presidents 

Richard L. Bowditch, Treasurer 

Charles E. Brookes, /ndustrial Chemicals Sector 
Robert A. Clabault, General Industrial Products 
Thomas M. Doyle, Assistant to the President 
Albert A. Eustis, General Counsel and Secretary 
Donald E. Grimm, Natural Resources 

Leonard Kamsky, Business Economics 

Lawrence C. McQuade, Corporate Administration 
Anwar S,. Soliman, Restaurant 

George J. Winchell, Sector Financial Officer 


Vice Presidents— Operations 

E. Harold Culp, Agricultural Chemicals 
James A: Doyle, Agricultural Chemicals 
Charles H. Ehlers, Dewey and Almy Chemical 
Adley W. Hemphill, Davison Chemical 

John Hirsch, Natural Resources 

Carl W. Lorentzen, Organic Chemicals 
Robert A. Miller, Cryovac 

Roger V. Rowe, Cocoa Products 

Robert W. Samuels, Polyfibron 

Richard G. Shapiro, Apparel 

John L. Sisk, Retail 

Edward H.Tutun, Rerail 

Laurence R. Veator, Jr., Pacific-Interamerican 
Rodney M. Vining, Construction Products 


Vice Presidents—Staff 

Francis J. Brennan, Assistant Treasurer 

Henry C. Conrad, Business Development 

Francis D. Flanagan, Washington Office 

Kenneth G. Gilkey, Controller 

O. Benjamin Hander, General Development 

Robert E. Herlihy, Computer Technology and Operations 
Christian E Horn, /nternational Development 

Robert J. Kunze, Administrative Controls and Planning 
Antonio Navarro, Corporate Communications 

Klaus G. Scheye, Management Services 

Leonard V. Triggiani, Research and Development 


Chemed Corporation Grace Industrial Chemicals, Inc. — Division Presidents 
Chairman of the Board Joseph B. Finders, European Chemicals 
J. Peter Grace Jean-Louis Gréze, European Darex 


Pecsideutand Chief Execntive: Officer Fred Lempereur, European Technical Products 


Edward L. Hutton 


ES eee 
W.R.Grace & Co. 
Grace Plaza 
1114 Avenue of the Americas 
New York, N. Y. 10036 


